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In the time it took you to “process” the baby last 
night...our night staff processed 4,000 cash items 


Even if you’re an old hand at this sort 
of thing, it probably takes you eight sleepy 
minutes to powder, pin, and pamper the baby 
back to sleep. 

During those eight minutes, our night 
staff processes some 4,000 cash items. We 
average 500 a minute. 

This means that many of the checks 
air-mailed to us in the afternoon are available 
funds by the following morning. 

Our correspondents from coast to coast 
find this speed a very important advantage. 


You and your customers will, too. 

We'll be happy to send you full details, 
or have one of our people drop in at your 
office in person. Call us at STate 2-9000. 


CONDONE NAL 
ILLINOIS 0... 


BANK & TRUST COMPANY OF CHICAGO 
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60,000 proxies a day-and he’s not even puffing 


Electronics, it’s wonderful! Especially for the people in Old Colony’s corporate trust 
and transfer division. 
Each day Old Colony transfers title to stock worth an average of nearly $3,000,000 
at market value. In a single year Old Colony mails out about three million dividend 
checks and over two million reports, circulars and proxies to stockholders of record. 
Very few trust companies in the world are equipped to give corporations large and 
small such service. 
Forgive us if we seem to boast, but we wanted to suggest quickly the scope of our op- Worthy of 
erations to those of you who might be shopping ? your Trust 
about for a transfer agent, registrar, corporate 


trustee and the like. Even if you are not, we hope O LD COLONY 


you will stop in some day to inspect our re- 


sources. We think you will find our people even TRUST CoM PANY 


more interesting than our gargantuan electronic ONE FEDERAL STREET, 
machine on the Sth floor. BOSTON 6, MASSACHUSETTS 


Allied with THE First NATIONAL BANK OF BOSTON 
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The 
“Big Three” 
in 
Hstate Planning 


1. An estate owner seeking sound assistance in arranging 
his investments and his estate for the benefit of those he 
wishes to protect. 


2. His attorney, applying his invaluable knowledge of pro- 
bate, tax and trust law to the writing of the Will and other 
instruments necessary for a good Estate Plan. 


3. Hanover, bringing its officers’ long experience in estate 
and trust administration to the conference... to assure the 
estate owner and his family that his wishes will be carried 
out practically and economically—and with satisfaction to 
his beneficiaries. 
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New York, 


Cover Picture . . . One of the scenic won- 
ders of the world — the Grand Canyon of 
the Colorado — has long been a major at- 
traction for both tourists and residents. 
From less than 125,000 population in 1900 
to 1,288,000 in 1960, Arizona has grown 
faster than any state in the Union even 
though it was admitted only in 1912 as the 
48th state. One mark of its amazing prog- 
ress is the 402% increase in Life Insurance 
in force in the last ten years, se¢ond only 
to New Mexico. Indian festivals, the 
Painted Desert and the Petrified Forest are 
other spectacular heritages, along; with the 
Canyon and its mile deep chasms along 217 
miles of valley. Phoenix, now 29th largest 
of our cities, was the stimulating locale of 
the 34th Western Regional Trust Confer- 
ence, reported in this issue. 


Photo by Louis C. Williams 
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The Bank of California, 
incorporated in 1864 
and granted a national charter 
in 1910, 
is the only bank serving 
all three Pacific Coast States. 
It is qualified to act 
in every fiduciary capacity 
in California, Oregon, 


and Washington 
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FLEXIBILITY IS THE KEYNOTE OF ESTATE 
PLANNING in this Space age, according to 
noted author Rene A. Wormser. Of all the 
vehicles for reaching this flexibility the 
trust is perhaps the most adaptable. Mr. 
Wormser incorporates a number of princi- 
ples in a typical plan which he develops 
in this issue (p. 1016). 


WITHOUT PREDETERMINED POLICIES AND 
STANDARDS for acceptance and administra- 
tion, trustee management of closed cor- 
porations may prove hazardous not only 
from a legal standpoint but in respect of 
relations with the family. A trust officer 
and a lawyer have combined (see p. 1020) to 
present check lists for ascertaining data 
about the business and for including 
necessary provisions in the inter vivos or 
testamentary instrument. Affirmative poli- 
cies should be adopted on such questions 
as voting the shares, representation on 
the board of directors and adequacy of 
compensation. 


THE WHOLESOME PHILOSOPHY IN THE WILL of 
the late "Jack" Kelly (see Aug. T&E, p. 
711) has aroused such wide interest as to 
pose the question of whether such instru- 
ments might properly be the vehicle for 
transmission of more than material wealth. 
Is will writing an art, or a science? 
Certainly, people should be encouraged to 
write out what they think is a will, and 
put into it any commentary they feel is 
germane to such a final communication, 
especially conclusions of a lifetime, or 
philosophical observations that may help 
guide their beneficiaries or explain the 
objectives of the bequests. Provided, how- 
ever, that they discuss their document 
with a competent lawyer and a trust offi- 
cer to be sure it is a proper will and not 
a confusion of fiction. The disposition of 
one's estate is a matter too serious for 
amateur essay, but it may well be that a 
Last Letter to one's heirs could be a com- 
panion piece to an expertly drawn will. 
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GIRARD PERSONAL RETIREMENT PLAN is a re- 
cently announced service of the Girard 
Trust Corn Exchange Bank of Philadelphia 
designed to democratize trust facilities 
for individuals with as little as $1,000 
in initial commitment. Additions of $100 
minimum may be made; all income is accumu- 
lated. Annual charge is % of 1%, plus 
nominal fees for income details or other 
report services. Some of the implications 
of the plan are discussed at p. 1036. 


THE SEARCH FOR INCOME TAX ADVANTAGES 
which has influenced the nature of part- 
nership buy-sell agreements in recent 
years may well lead to unexpected estate 
tax traps, in the opinion of the counsel 
to the N. Y. State Department of Taxation 
and Finance. Participation of the estate 
in the post-mortem earnings of the part- 
nership in which the decedent was inter- 
ested is the point at issue, and although 
the writer concedes the absence of clearly 
established rules he offers cogent reasons 
to be eSpecially wary in the drafting of 
agreements. (See p. 1026.) 


THERE IS A LOT OF "MONEY" AROUND, even 
after election bets are paid off. It is 
certain that the monetary authories will 
try to keep the consumer happy — and the 
mills of industry grinding — if not ex- 
ceedingly fine, surely with an increased 
efficiency born of the recent recession 
in corporate earnings and the stock mar- 
ket. The lag or sag in operating net in 
spite of generally increased sales is 
causing some corporate soul-searching to 
eliminate fat accumulated during lusher 
times, and helping put many a company on 
a more efficient base. Thus as spending - 
private and government — steps up, profits 
Should be advantaged. And that such spend- 
ing will be substantial seems certain in 
the next year or so, for our political 
‘system’ appears committed to picking up 
any major lag in individual support of the 
GNP. The extreme in ‘Papa Knows Best' eco- 
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nomics, aS represented by J. K. Gal- 
praith's New Keynesian School, would have 
Government arrogate much more than the 

20% of tax-spending it now does, apparent- 
ly on the theory that if the voters swal- 
low such a policy they need Someone to 
look after them. Of course this entails 
too a large "handling charge." Even under 
continuance of current more conservative 
policies, we may expect Federal stimulus 
of spending to offset a fall-off in pri- 
vate and business expenditures. Such a 
temporary palliative however, is in marked 
contrast to the socialistic aims of Gal- 
braithism which cannot help but raise 
taxes and lower the value of the Dollar. 
What can do more to lower American Pres- 
tige than a weak currency? To repeat 





e os oe 
Painted by Luigi Busi. 


) Stalin's significant statement — as 
Krushchev has — Russia would not have to 
fire a Single bullet, because we would 
spend ourselves into national bankruptcy. 
Fortunately, there are clearer heads in 

| Washington and the Universities, as well 
as in the business world. 


BANK STOCKHOLDER REPORTS ARE IN THE MAK- 
ING and with them a chance to communicate 
with all those who have a financial stake 


in our own banks. Will the heads of trust 
departments take advantage of this oppor- 
tunity to present the accomplishments and 
values of their services, or muff the 
ball as the majority have done for too 
many years? The bank president knows that 
it is the trust department that can hold 
commercial customer ties through the 
‘probate period’ of an important custo- 
mer's account — individual or corporate 
official — that trusteeship can create 
lasting loyalties. Members of the direc- 
tors’ trust committee know this from per- 
sonal experience, and should be the first 
to be asked to express their opinions as 
to what information they have learned 
that would be helpful to their friends. 
For examples of good reporting of trust 
Serviceabilities, refer to compendiums in 
the following issues of 'T&E': 11/56- 
1057; 2/59-1003; 3/59-272; 4/59-305, 349, 
364; 5/59-498; 7/59-711; 2/60-146; 3/60- 
262; 4//60-385; 5/60-487; 6/60-580. And 
for a montage of attractive report covers, 
see this issue at p. 1109. 


DOES GIRARD COLLEGE CASE SET STAGE 
for a reconsideration of the traditional 
tenets of charitable gifts and bequests? 
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N. Y. Public Library Picture Collection 


“THE READING OF THE WILL” 
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An affirmative answer is Suggested (p. 
1090) by a "graduate" of the school in- 
volved in that litigation which, as 
readers recall, raised the constitutional 
issue of the validity of the provision in 
Stephen Girard's will limiting admission 
to poor "white" orphans. The writer, now 
a trust officer, presents an intimate re- 
view of the history of the controversies 
that have raged over this will for more 
than a century. 


FORMATION OF FOUR NEW COMMON TRUST FUNDS 
in addition to the balanced fund started 
in 1951 was announced last month by the 
Merchants National Bank of Boston. With 
the creation of a Bond Fund, Municipal 
Bond Fund, Stock Fund and Capital Fund, 
this is believed by vice president Joseph 
H. Wolfe to be the first bank in the coun- 
try to provide such a variety of common 
funds. Each fund will thus have its own 
separate and clearly defined investment 
objective. 


WHERE ARE THE BULLS OF YESTERDAY? They 
are the Bears of Today. It is likely that 
the consensus will again prove overdone, 
but it will probably take a few months of 
digestion of favorable news before it 
changes again. The inflationary prospects 
under the new Administration will doubt- 
less be reflected in a conversion of cash 
into goods and common stock ‘investment’, 
with professional investors facing the 








Letter sorter in the first automated post office in the United States 

officially put in operation in providence on October 20. Each 

operator can direct 50 letters a minute to any of 300 destinations, 

an hourly total of 18,000 for each machine. “Cullers” will segregate 

mail by type and size; facer-cancellers will position and cancel 

letters and cards; parcel post sorters will route incoming and 
outgoing parcels. 
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need to reappraise their Buy and Sell 
ranges. A general rise in the market will 
give them a chance to cull portfolios 
again and at such time they should find 
most pertinent the advice given by the 
veterinary to a farmer who complained that 
his cow had spells when she couldn't get 
up for several days. The vet's advice; 
"Next time she's up — sell her.' 


COMMON STOCKS OF 207 COMPANIES were 
newly purchased by one or more of the 253 
Common Trust Funds that reported to T&kE 
for the quarter ended September 30. This 
was 2% times the number of companies whose 
Stock was completely sold out by one or 
more of the Funds. Companies purchased by 
the greatest number of Funds were Parke, 
Davis (9), Ingersoll-Rand (8), U.S. Steel 
(8), Goodrich (7) and Goodyear (7). For 
list of changes see p. 1050. 








New Common Trust Funds 
The following Common Trust Funds should be added to 
the lists previously published in TRuUsTs AND EsTaTEs. 
Date 





Started Bank Type 

10-1-58 Manufacturers & Traders Trust Co., 

SA, EI eee eet aR Re ae Nv ees L 
5-1-59 Manufacturers & Traders Trust Co., 

, SS SIR ee D 
2-1-59 First National Bank, Hazelton, Pa. L 
5-1-59 Woodbury (N. J.) Trust Co. CS & FI 
5-1-59 County National Bank, Clearfield, Pa. __ L 

5-31-59 Warren National Bank, Warren, Pa. _. L 
8-3-59 Union National Bank, Pittsburgh, Pa. __ D (CS) 

Union National Bank, Pittsburgh, Pa. _. D (P) 
Union National Bank, Pittsburgh, Pa. _._ D (B) 

11-1-59 Florida National Bank, Jacksonville _____ D 
12-1-59 South Boston (Va.) Bank & Trust Co. __ D 
7-29-60 Montclair (N. J.) National Bank & 

eo ETE COE etre CS & FI 

7-31-60 Fidelity Union Trust Co., Newark, N. J. CS 

8-1-60 Citizens National Bank, Decatur, Ill. cs 


Key: D-Discretionary; L-Legal; CS-Common Stock; 
FI-Fixed Income; B-Bonds; P-Preferred Stock if 





More Pooled Pension Funds 


The following pooled funds for investment of employee 
welfare and retirement plans should be added to the list 
published in June (p. 523). 


Investment Year 
Bank Type* Started 


Merchants National Bank, Mobile, Ala. _.. CS & FI 1959 
Crocker-Anglo National Bank, 





UE CS & FI 1960 
Fairfield County Trust Co., 

ee, Ce aaa CS & FI 1960 
Citizens Fidelity Bank & Trust Co., . 

ENT AAS Ay a Bal 1955 
First National Bank & Trust Co., 

ES Ee CS&FI 1960 
Rhode Island Hospital Trust Co., P 

RE ER ae ee CS&FI 1959 


*Key: CS—Common Stocks; FI—Fixed Income; Bal.—Balanced. 
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GOODYEAR DIVERSIFICATION AT WORK 
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Non-Skid Feet for Modern Elephants 


Push back the jungle and build a landing strip. Open —_ Goodyear has operations in 29 countries outside the 
new frontiers and build an industrial plant, houses, | United States. From these facilities come products 
a town. for the peaceful development of young nations, for 
Goodyear tires will keep the equipment rolling. In _ continued recovery and growth of others throughout 
baking daytime heat and sharp cold at night, over the world. 
rocks and through mud, today’s diesel-powered ele- Before a grade is leveled, before a yard of fill is 
phants are ruggedly shod for punishment. Goodyear moved, Goodyear imagination, planning and develop- 
research has found the materials. ment have been at work — building the foundations 
Tomorrow's world is building now. That is why of tomorrow. 


Lots of good things come from 


GOODFYEAR 


TIRES INDUSTRIAL PRODUCTS CHEMICALS FOAM PRODUCTS FILMS FLOORING METAL PRODUCTS SHOE PRODUCTS AVIATION PRODUCTS AIRCRAFT 
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Aerial view of downtown Phoenix with famous Camelback Mountain in background. 


S4TH WESTERN REGIONAL TRUST CONFERENG 


HAT BOOMING OASIS IN THE DESERT 

— Phoenix, Arizona — was the site 
of the 34th Western Regional Trust 
Conference sponsored by the American 
Bankers Associa- 
tion on November 
3-5. While the 
business _ sessions 
were held in the 
Theatre Ballroom 
of the plush Ari- 
zona Biltmore, a 
substantial propor- 
tion of the three- 
day meeting was given over to enjoy- 
ment of social and scenic opportunities. 
Robert F. Dewey, vice president and 
senior trust officer of First National 
Bank of Arizona at Phoenix, was Gen- 
eral Chairman of the Conference which 
covers the states of Arizona, California, 
Colorado, Idaho, Montana, Nevada, New 
Mexico, Oregon, Utah, Washington, and 
Wyoming. 

After the formal opening ceremonies 
on Thursday morning, Carl A. Bimson, 
president of the A.B.A. and The Valley 
National Bank of Phoenix, described 
the trust business as “No Place for ‘Do 
It Yourself.’ ” Growth opportunities for 
trust services are unlimited, Mr. Bimson 
stated, citing the great increase in the 
number of persons with sizeable estates 
through rising real estate values, insur- 
ance ownership and employee benefit 
programs. He mentioned in particular 
the expanding market for common trust 


R. F. DEWEY 
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funds. In concluding his remarks (see 
p. 1085) Mr. Bimson declared that “es- 
tate planning is not longer just a privi- 
lege; it is a necessity” and it is the 
privilege and obligation of trustmen to 
spread the story of their readiness to 
render assistance to all who need it. 

The accomplishments of the Pacific 
Coast Banking School, held annually at 
the University of Washington, were re- 
counted by Victor R. Graves, Chairman 
of the School’s Board of Directors and 
vice president and trust officer of 
Peoples National Bank of Washington 
in Seattle, whose paper is reproduced at 
p. 1095. 

A subject of increasing interest (cf. 
T&E, Oct. 1960, p. 882, 922) next oc- 
cupied the attention of the delegates as 
Professor Robert Emmet Clark of the 
University of New Mexico College of 
Law at Albuquerque discussed the prop- 
erty problems of residents moving to or 
from community property states. After 
dealing with four hypothetical situations 
(see p. 1080) Professor Clark asserted 
that all lawyers would be grateful if 
trust institutions employed their adver- 
tising facilities to dispel the confusion 
that exists in the public’s mind in the 
area of interstate movement of persons 
and property. 

Thursday afternoon was featured by 
a fashion show around the pool, while 
the evening began with a “Sunset-on- 
the-Desert Cocktail Party” followed 
with a Western outdoor steak fry. 


Returning to business on Frida 
morning, the registrants heard abou 
“The Women in Trust Business” fron 
Charles W. Hamilton, immediate pa 
president of the A.B.A. Trust Division 
and senior vice president and trust ofi- 
cer of National Bank of Commerce it 
Houston. Revealing that 30 trust womei 
will attend the National Trust School a 
Northwestern next summer as the resul! 
of the September decision to admil 
women, Mr. Hamilton characterized this 
as “a very fine state of affairs” whic 
presages even greater growth for the 
trust business. Just as in commercial 
banking, women are proving themselve: 
capable of holding responsible jobs i 
trust work, the speaker observed, going 
on to describe the three areas in which 
women are important (p. 1084). 

One of the major trends in the pet 
sion business (see p. 1087) has been tht 
recent turn to mortgages as an inves 
ment vehicle, according to Cecil ?. 
Bronston, vice president of Continent 
Illinois National Bank and Trust Co. @ 
Chicago. He pointed out that annué 
net additions of common stocks to col 
porate pension funds had _increasé 
from $291 million in 1951 to $1.6 bil 
lion in 1959, making these funds ~ 
whose acquisitions amounted to 38" 
of net new equity issues during tht 


year — the largest stock purchasers % 


any group of investors. People in the 
mortgage investment business _ hate 
through various means been stimulating 
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interest in this outlet for the growing 
pension fund pool, Mr. Bronston re- 
ported. To overcome the peculiar prob- 
lems caused by this form of investment, 
certain service companies have been or- 
ganized by savings banks, mortgage 
bankers and trust institutions. As an- 
other significant development, he cited 
the fact that some banks with collective 
investment funds for pension and profit 
sharing trusts have set up mortgage 
funds comparable to the more typical 
fixed-income and equity funds. This, 
coupled with use of a servicing com- 
pany, should in Mr. Bronston’s opinion 
permit a corporate trustee to handle its 
mortgage investment operation almost 
entirely in bulk. 


“Much has been said in recent years 
about the special problem of a trustee 
who receives a business as an asset of 
his trust. Many recognized authorities 
have discussed in some length the legal 
responsibilities that must be assumed 
and the potential liabilities that may 
be incurred.” Thus did Clarence D. 
Cowdery, vice president of The Boat- 
men’s National Bank of St. Louis, open 
his address after the morning coffee 
break. He then proceeded to spell out 
the factors to be taken into considera- 
tion in determining whether or not to 
accept a particular trusteeship; e.g., the 
terms of the instrument, the institution’s 
ability to serve, the character and size 
of the interest, the nature and financial 
prospects of the business, the degree of 
management supervision required. and 
the assurance of adequate compensation. 
Other questions for decision deal with 
representation on the company’s board 
of directors, establishment of dividend 
policy, and procedure for the eventual 
sale of the business if circumstances 
point in that direction. 

Mr. Cowdery cited the Trust Divi- 
sion’s Handbook on Handling Busi- 
nesses in Trust for further details on a 
number of the points in his paper. The 
editors refer readers to the annual index 
in the December issue under the head- 
ing “Assets-Business” for previously 
published literature on this subject.* 
Mr. Cowdery concluded with an endorse- 
ment of the modern view that, given 
proper conditions and personnel, it is 
desirable for trust institutions to serve 
estate-owned businesses. By so doing 
that are expanding the market for trust 
service. 

Again the Conference adjourned for 
the afternoon, to permit the golfing 
aficionados to participate in a tourna- 


*See also this issue, p. 1020, and Oct. 1960, p. 906. 
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Encanto Park, Phoenix 





ment. At the dinner that evening, Ray 
C. Smucker, in charge of sales for 
KTAR (Radio and TV), was the speak- 
er. 

The Saturday 
morning was devoted to economics and 
investment. An economic recession was 
defined by Wayne L. McMillen, associ- 
ate economist, Morgan Guaranty Trust 
Co. of New York, as a period in which 
industrial production declines from a 
peak quarter by at least 8° and the 
GNP in constant dollars declines by at 
least 214%, with the decline of both 
indicators being a seasonally adjusted 
average for both the high and low quar- 
ters. Based upon these qualifications, 
into which the three postwar recessions 


closing session on 


fit, Mr. McMillen offered his best guess 
that the country is not in a recession 
but that we are seeing a “reluctant con- 
traction” which will be followed by a 
“reluctant expansion” before the third 
quarter of 1961. 

Over and above the current state of 
business, the speaker expressed concern 
for the integrity of the dollar at home 
and abroad and spelled out the advan- 
tages of flexible interest rates as con- 
trasted with easy money, which is, in 
actuality, inflexible and a forerunner of 
doom. As part of a program to stimu- 
late economic growth without artificial 
induced by government, he 
suggested removal of such impediments 
as long-overdue tax 


pressures 


reforms over a 
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period and avoidance of radical steps 
stemming from unsound economic con- 
cepts. Although inflation is currently 
“playing possum,” Mr. McMillen warn- 
ed that only eternal vigilance could 
prevent its return but this would, in 
any event, probably not be a danger 
until after 1962. (See p. 1052.) 


The world of electronic wonders and 
the still tremendous scope for expan- 
sion from the present estimated base of 
10%-15% of its applications potentials 
were discussed by Daniel E. Noble, ex- 
ecutive vice president. Motorola. Inc. 
Increasing complexity of the missile 
and space programs is speeding develop- 
ment of solid state electronics. Military 
needs must embrace firing of satellites 
and missiles for propaganda purposes 
but the gadgetry guarantees a high per- 
centage of fizzles due to component fail- 
ure, leading to belief that their worth 
in a shooting war could be merely 
nominal, perhaps in the ratio of one in 
nine on target. 


There followed a panel “of the whole,” 
moderated by Samuel H. Woolley, 
vice president of The Bank of New 
York. This will be summarized in the 
next issue. 





ARIZONA GOVERNOR GREETS TRUSTMEN AT WESTERN CONFERENCE 
IN PHOENIX 


Honorable Paul Fannin, Governor of Arizona, launched 34th Western Regional Trust 

Conference at the Arizona Biltmore Hotel in Phoenix, bidding bankers welcome during 

the first general session Thursday morning, November 3. The Corporate Fiduciaries 

Association of Arizona was host to the conference, sponsored by the Trust Division of the 
American Bankers Association. 
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West Virginia Trust Division 


Meets in Bluefield 


Thirty-six trustmen and their guests 
attended the October 7 Trust Confer- 
ence sponsored by the West Virginia 
Bankers Association, with the three 
Bluefield banks as hosts. Trust depart- 
ment assets in the state now exceed a 
quarter of a billion dollars, it was re- 
ported. 


Legislation regarding (a) the Uni- 
form Act for Simplification of Fiduci- 
ary Transfers, (b) the “pour-over” stat- 
ute, and (c) the Prudent Man Rule for 
corporate fiduciaries was discussed un- 
der the leadership of Earl Thomas. vice 
president, trust officer and secretary of 
Kanawha Valley Bank, Charleston. 
“Common Trust Funds” provided the 
subject for a talk by A. A. Modena, 
trust officer of Flat Top National Bank, 
Bluefield. “Current Trust Investment 
Environment, Policy and Procedure” 
titled an address by T. Kenneth McRae, 
vice president of First & Merchants Na- 
tional Bank, Richmond. A statistical re- 
view of the trust questionnaire sent to 
West Virginia banks in August was 
presented by presiding officer, John A. 
Hopkins, trust officer of Charleston Na 
tional Bank. 


TRUSTS AND ESTATES 

















st 
ng 
es 


he 











FOR PENSION PLANNERS: new analysis of latest pension 
plans for leading companies in 114 industries 


Contains Answers to These 
Important Problems 


e TRENDS IN RETIREMENT PLANS 
e DISABILITY BENEFITS 

e ELIGIBILITY REQUIREMENTS 

e NORMAL RETIREMENT AGE 

e EARLY RETIREMENT 

e VESTING 

e EMPLOYEE CONTRIBUTIONS 


e PENSION BENEFITS 
NORMAL PENSIONS 
MAXIMUM PENSIONS 
MINIMUM PENSIONS 


¢ METHOD OF FUNDING 
e PLUS ACTUAL CASE HISTORY 
REFERENCE TABLES 


Write for Your Copy Today 











MEMBER F.D.1.C 


©1960 B.T.CO. 


Recent developments in pension programs, affecting 
more than one-third of all employees in the country 
covered by private plans, are reviewed in our 7960 
Study of Industrial Retirement Plans. 


Bankers Trust, long a leader in pension planning and 
administration, has prepared this 228-page book as 
part of its continuous activity and extensive research 
in the field. The book is especially valuable to execu- 
tives concerned with pension planning, because it 
covers the most recent developments, new programs 
and changes in existing plans. 


To get your copy of 7960 Study of /ndustria/ 
Retirement Plans, please write on your 
company letterhead to Pension Trust Divi- 
sion, Bankers Trust Company, 16 Wall Street, 
New York 15, N. Y. 





BANKERS TRUST COMPANY, NEW YORK 


FORWARD-LOOKING BUSINESS 
NEEDS A FORWARD-LOOKING BANK 








Flexibility In Trusts 


Typical Plan Illustrative of Tax and 
Administrative Advantages 


N AN ERA OF RAPID CHANGE, ONE CAN 

have the illusion that things are mov- 
ing slowly; one is acutely conscious 
only of what is happening at the mo- 
ment. However slowly our society may 
appear to be moving, its actual pace is 
fast. A review of developments of the 
past few decades will show that we 
have been through rapid and radical 
changes and have adopted policies and 
practices which are certain to produce 
further changes.* It would be rash not 
to assume that our society will go 
through further changes of a substantial 
nature in the near future. 

It thus behooves those who help 
others with their estate and financial 
planning to consider carefully what 
steps can be taken to protect them and 
their heirs against the uncertainties of 
the future. It is my own conclusion that 
the keynote of estate and financial plan- 
ning should now be flexibility — to de- 
sign in such manner that plans can be 
adjusted to the perhaps _ startling 
changes in our society which may await 
us. Rigidity in planning is almost cer- 
tain to be fallacious. 


Means of Flexibility 


Basically irrevocable steps are some- 
times advisable, dictated perhaps by 
some cruelty or idiosyncracy of the tax 
laws. Yet such steps may often be 
planned in a way permitting them to be 
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altered or modified, or even undone, if 
events make this desirable. In designing 
any plan with irrevocable features, it is 
well to ask oneself: “How can I intro- 
duce maximum flexibility without losing 
the basic purposes, advantages and ben- 
efits of the plan?” 

The principle of flexibility can be in- 
troduced in many vehicles of estate 
planning, but perhaps most interestingly 
and valuably in a trust. It is, after all, 
a mechanism of suspense; the very fact 
that it delays the ultimate disposition of 
property gives us an opportunity, in 
designing a trust, to permit a later ad- 





*Our own errors have forced us to a costly policy 
of heavy armament. The resulting excessive tax bur- 
den has been increased painfully through the prac- 
tice of subsidizing half the world. 

We have abandoned a sound currency and sub- 
stituted unredeemable money. If Government can 
repudiate a solemn promise to pay in gold, it can 
follow with other repudiations. If it can deny to the 
citizen the right to own one kind of property, gold, 
it can deny him the right to hold other kinds of 
property. 

We seem to have married the permanent policy of 
deficit financing, and built an enormous and ever- 
increasing public debt. Our children or their chil- 
dren will have to lighten the mounting burden of 
our public debt, either by painfully reducing it or 
by repudiating it. 

We have adopted inflation as a stimulus to trade. 
This false panacea has now become a recognized and 
accepted constant in our economic life. 

Pressure continues to push us still further in the 
direction of the welfare state. More and more, gov- 
ernment assumes a paternal role, discouraging inde- 
pendence, courage, saving and thrift. Aided by spe- 
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cial tax legislation and coerced by organized labor, 
business has followed the lead of government and 
gone rapidly along the road of industrial paternal- 
ism. 

We have distorted the purpose of the taxing pow- 
er and turned it to egalitarian ends. The attempt to 
injure the wealthy has failed — we have merely suc- 
ceeded in injuring the economic middle class. 

We have erected an illogical and unsound tax sys- 
tem, which penalizes effort, discriminates against 
the self-employed in favor of the employee, destroys 
incentive and tends to make of all of us wards of the 
state. We have created a tax monster whose appetite 
has become so large that tax evasion to escape its 
ravages is widespread and increasing. 

We have upset the balance of power between the 
Federal Government and the States. We have upset 
the balance of power between capital and labor, and 
allowed the latter a monopoly and a political influ- 
ence which we had rightfully denied the former. 

Perhaps the reader may not agree with all my 
characterizations of these developments, but he 
must agree that the aggregate represents rapid and 
radical change. 


justment to meet changed conditions, 
Among the processes which can be in. 
troduced to attain flexibility are the 
powers to: 


sprinkle income, 

sprinkle principal, 

pay out principal without limit, even 
to the extent of terminating the 


trust and thus completely revising 
the plan, 

accumulate income, 

divide into separate subsidiary trusts, 

appoint the principal, 

allocate expense between income and 
principal, 

discharge a trustee and substitute an- 
other, 
change the situs of the trust, espe- 


cially through the use of the pour. 
over device. 


invest broadly, both as to nature of in- 
vestment, proportions and_ ge- 
geographical location, 


(in a beneficiary) assume fiduciary 
control. 


Illustrative Plan 


To illustrate, I shall describe a trust 
plan integrating some of the powers and 
processes described above. 


Let us suppose a Jones family, con- 
sisting of father and mother, a daughter 
and three grandchildren. Father has 
substantial wealth, some insurance upon 
his own life, a vested profit-sharing in- 
terest, some income in respect of a de 
cedent and the controlling class of stock 
in the Jones Company. 

Three irrevocable trusts — one cet: 
tering around each grandchild — wil 
be created, their initial corpus being 
paid-up policies on father’s life (paid 
up to avoid the necessity of continued 








premium payments). Jones’ will is tf 
carve out a maximum marital deduction | 
trust, under which his widow will have f 
the right to draw out all of the principal J 


during her life, the remaining principal. | 


at her death, pouring over into the thre 


living trusts. The balance of the residv 
ary estate will also pour over into th 
three trusts. A further pour-over or a¢ 
dition to the three trusts will come fro 
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the profit-sharing interest. The income 
in respect of a decedent will be distrib- 
uted, as part of the balance of the es- 
tate residue, to the three trusts. 

Each will be a sprinkling trust* in 
which income and/or principal can be 
sprinkled among a group consisting of 
the widow, the daughter, the grandchild 
and the issue of the grandchild. Any 
income not distributed is to be accumu- 
lated and added to principal. During 
the life of the widow, no sprinkling 
away from her and no income accumu- 
lation is to take place without the trus- 
tees first consulting with her, though 
she is to have no directive or veto 
power whatsoever. After the widow’s 
death, no income or principal payments 
are to be made away from the daughter, 
and no income accumulation, without 
similar consultation with her; and, after 
her death there is to be a similar pro- 
vision regarding the grandchild for 
whose remaining life the trust may con- 
tinue. 

The right of the trustees to distribute 
principal is to be without limitation, so 
that they may pay out all of the princi- 
pal and thus terminate the trust. If the 
trust has not before terminated by the 
distribution of all of its principal, it 
is to terminate upon the death of the 
last to die of the widow. the daughter 
and the grandchild. Principal is then to 
be paid under a power of appointment 
in the will of the last of the three to 
die. If the effective appointment is by 
the grandchild it is to be limited only 
to the extent to make it non-taxable. If 
the effective appointment is by the wi- 
dow or the daughter, it is to be limited 
to issue of the grandchild, if any, or, if 
none, then to issue of the grantor. On 
default in exercising the power, the 
principal is to pass to the grandchild’s 
issue or, if none, then to the grantor’s 
issue. 

The trustees are to be the daughter 





*Here, as in other areas, the draftsman must be 
mindful of possible legislative action limiting the 
tax effectiveness of the arrangement. 
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and a corporate trustee named in the 
instrument. At any time, the adult 
members of the sprinkling group, by 
unanimous action, may discharge the 
corporate trustee and substitute another 
corporate trustee in any jurisdiction. 
The grandchild, arriving at an age of 
discretion, may join as a_ trustee. 
Neither the daughter nor the grand- 
child, however, shall exercise any of the 
sprinkling and other discretionary pow- 
ers over income and principal — these 
being confined to the corporate trustee. 

The trustees shall have the widest 
possible investment powers, and the cor- 
porate trustee the most generous pos- 
sible right to allocate expenses to in- 
come and principal and, in general, as 
broad discretionary powers as the law 
permits. 


Tax Savings Achieved 


Interesting opportunities for tax sav- 
ing are accomplished by this plan: 

The transfer of the insurance pol- 
icies, at a small gift tax cost or none, 
saves estate tax at ones’ death, again 
at his wife’s death, again at the 
grandchildren’s deaths. 

The direction to pay the profit- 
sharing interest to the trusts excludes 
this interest from estate tax in Jones’ 
estate and again upon three succes- 
sive deaths. 

The transfer of the income in re- 
spect of a decedent subjects this in- 
terest to minimum income tax im- 
pact by spreading it among three 
trusts. Here, again, there is a saving 
of the “second tax,” the “third tax” 
and the “fourth tax.” 

The marital deduction is used to 
its maximum extent, thus saving es- 
tate tax at the father’s death and 
lowering the aggregate tax payable 
upon the death of husband and wife, 
successively. There is a saving, again, 
of three sets of transfer taxes, as to 
the body of the estate, both as to the 
marital share and the non-marital. 

To the extent feasible, the widow 
would consume capital out of the 
marital trust and thus allow income 
to be accumulated in the living 
trusts. The result would be that the 
fund taxed in the widow’s estate (the 
marital trust) would decline, and the 
funds passing tax-free to the eventual 
issue (the living trusts) would in- 
crease in substance. 

The separate character of the three 
living trusts would enable accumula- 
tions of income at minimum income 
tax impact. 

After the widow’s death, the op- 


portunity would still exist for ac. 
cumulating income not needed for 
the daughter’s comfort, enabling this 
addition to the corpus of each trust 
to pass tax-free at the termination of 
the trusts. 


Non-tax Accomplishments 


Apart from tax savings, the plan pro- 
vides the following elements of flexi- 
bility: 

The widow, the daughter and the 
respective grandchild, successively, 
would have virtual control of the dis. 
position of principal and income, as 
it is unlikely that the corporate trus- 
tee would violate their wishes with- 
out extremely good cause. 

The last to die of the three major 
beneficiaries, widow, daughter and 
grandchild, would have the right to 
exercise the power of appointment 
and thus to discriminate among is- 
sue if this seemed desirable. 

While this power could remain to 
be effective on the death of the grand- 
child as the probable last one to die, 
both the widow and the daughter, 
successively, could induce the corpo- 
rate trustee to terminate the trust 
sooner. Such termination might be 
for many reasons, among them a dis- 
position to make some radical change 
in the handling of the family for- 
tunes. It is even conceivable that a 
change of residence to some other 
country might make it desirable to 
terminate the trust. 

The extensive and liberal powers 
given to the trustees regarding allo- 
cation of expenses and other gener- 
ous powers would give considerable 
flexibility in administration, permit- 
ting substantial income tax savings. 

By a change of corporate trustee, 
the situs of the trust could be shifted 
if conditions warranted it. 

The extremely generous investment 
powers would permit hedges and 
shifts as economic and social condi- 
tions warranted, even to the extent 
of a radical geographic shift. 

The holding of the stock of the 
Jones Company would enable the 
trusts to control management of the 
company during the duration of the 
trusts, such control carrying with it 
the possibility of employment for is- 
sue and husbands of issue. 

This roughly designed plan. suscept- 
ible of modification and amplification to 
suit a multitude of circumstances, il- 
lustrates how much can be done to in- 
troduce flexibility, which is increasing- 
ly the keynote of estate planning. 
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TRUSTEE MANAGEMENT OF CLOSED CORPORATIONS 


Policies and Procedures and Some Legal Pitfalls 


ROBERT S. DAVIS and 


OT INFREQUENTLY A TRUST INSTITU- 
Nie feels an obligation to a cus- 
tomer or related customers to accept a 
trustee appointment without thorough 
examination of all the assets that will 
constitute the trust. Without policies 
and standards of acceptance, the trustee 
may find itself involved in serious con- 
flicts with members of the family or 
other customers of the bank. The follow- 
ing example drawn from actual experi- 
ence illustrates some of the unexpected 
problems that a trustee may encounter. 

Twenty per cent of the outstanding 
shares of a family corporation were 
placed in an inter vivos trust by a widow 
at the time of an illness from which she 
did not recover. The business and mem- 
bers of the family had been customers 
of the trustee institution for years and 
rejection of the trust was unthinkable. 
Following the grantor’s death an exam- 
ination of company records revealed a 
substantial note executed in favor of the 
company by a son of the deceased gran- 
tor representing a valid obligation and 
another large note executed by an older 
son as president of the company in favor 
of a business creditor. There had never 
been certified audits of the books and 
neither note appeared in the company 
records. 

The company note had been given un- 
der irregular circumstances by the older 
son who in addition to being president 
of the company was now co-trustee of 
the trust holding the company’s stock. 
The income beneficiaries of the trust, 
who were also stockholders in the cor- 
poration, wished the younger son’s note 
to the company forgiven without any 
consideration. The remaindermen of the 
trusts were infants. A review of these 
facts will indicate the obvious duties of 
the trustees and with a little imagination 
the reader will recognize the litigation 
in which the trustee institution became 
involved. 

There may be no escape from the ac- 
ceptance of some business interests in 
trust. When there is opportunity, how- 
ever, to inquire into the affairs of a busi- 
ness prior to acceptance, the trustee in- 
stitution will be well repaid by doing so. 
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The following are suggested as proce- 
dural guides. 


As to Inter Vivos Trusts 
Information about the business 


Size of trust holding in relation to 
outstanding shares 

Names of other stockholders and 
their interests 

Examination of charter and by-laws 

Background and competence of 
management 

Probable succession in management 

Standing of company in its field 

Critical analysis of financial state- 
ments 

Adequacy of working capital 

Record of performance and prob- 
ability of continued successful opera- 
tion 

Stock purchase agreements 

Intention of grantor as to sale or 
retention 

Conflicts of interest involving fam- 
ily members or other customers of 
trustee institution 


Understanding with management as to 
role and authority of trustee 


Adequate provisions in trust agree- 
ment 


Avoid direction to retain 

Obtain broad authority for reten- 
tention, sale, merger, liquidation, re- 
capitalization; selection, retention and 
discharge of management; voting in 
person or by proxy 

Consider advisability of placing 
power of direction in another, reliev- 
ing trustee institution from responsi- 
bility 

If discretion is shared with a co- 
trustee or consultant consider advis- 


HAROLD F. KLEINMAN 


ability of designating controlling voice 
in case of disagreement 

Provision for adequate compensa- 
tion recognizing responsibility and 
time devoted to business with express 
directions regarding treatment of 
fees paid to representatives of trus- 
tee institution serving as officers or 
directors of company 


Avoidance of antagonisms within fam- 
ily or among stockholders. 


As to Testamentary Trusts 


Prior to Death of Testator. When 
there is opportunity to discuss a_ will 
with the testator or his attorney, the 
trustee institution may properly ask 
whether the estate includes any business 
interests and, if so, make as many of the 
inquiries suggested in connection with 
inter vivos trusts as circumstances will 
permit. If conflicts of interest, antagon- 
isms among beneficiaries or heirs of the 
testator or special problems exist, there 
may be reason to discourage the ap- 
pointment or suggest other treatment of 
the business in the estate plan. 

The importance of adequate provis- 
ions in the will should be pointed out to 
testator or attorney and especially if a 
testamentary trust is provided, a strong 
effort should be made to have included 
the provisions suggested for inter vivos 
trusts. 

Committee discussion and approval 
may be advisable before execution or ac- 
ceptance of the will for safekeeping or 
any statement made that could be inter- 
preted as an implied willingness to serve. 

After Death of Testator. The occasion 
of greatest pressure for a decision will 
be after the death, but before probate of 
the will, of a person whose estate con- 
tains a complicated business interest. In 
such cases, inquiries must be hurriedly 
carried out and decisions often made on 
incomplete information. Some wills will 
not contain adequate provisions for han- 
dling businesses in trust. There will be 
no escaping some of these appointments, 
in many of which customer relationship 
and other factors will influence accep- 
tance. 

The decision to accept or renounce 
appointments in estates known to con- 


TRUSTS AND ESTATES 








rs 





tain 
mit! 
inf 


ing 
tru: 
ing 
Sh 


dui 
clo 
its 


3a- 
nd 


SS 











tain business interests should be by com- 
mittee action after review of available 
information. 

In the administration of trusts hold- 
ing shares of a closed corporation the 
trustee institution must make the follow- 
ing decisions. 


Should Trusteed Shares Be Voted? 


There is no distinction between the 
duty of a fiduciary in administering 
closed corporation holdings in trust and 
its duty to administer any other type of 
trust asset. The trustee must exercise its 
powers as a shareholder for the benefit 
of the trust and it will be held account- 
able by the court for any abuse of such 
powers. As holder of legal title to the 
corporate stock, the trustee may attend 
meetings of shareholders and vote at 
such meetings. In some cases the terms 
of the instrument creating the trust may 
direct the manner in which the trustee is 
to vote on certain matters or may give to 
a third person the power to direct the 
trustee as to how the shares are to be 
voted. In that event the trustee must fol- 
low such direction and may be required 
to do so by the court. In the absence of 
such direction the trustee has discretion 
whether and how to vote, subject to its 
duty to vote in such a way as will benefit 
the trust. 

When there are co-trustees, the instru- 
ment creating the trust may state which 
of them is to vote the stock or determine 
how the stock is to be voted. Otherwise 
all trustees must concur in the voting of 
the stock or give a proxy to one trustee 
or some other person. If all the trustees 
cannot agree, the stock cannot be voted. 
It is possible, however, that the action 
of the trustees in insisting on voting the 
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stock in a certain manner or refusing to 
vote at all may be an abuse of its fidu- 
ciary duty so as to make it accountable 
to the beneficiaries of the trust or sub- 
ject to removal as a trustee. 

It should be the regular policy of a 
trustee institution to vote rather than 
not to vote shares of closed corporation 
stock held in trust. If it does not, it 
should have a satisfactory, positive rea- 
son for not voting. 


In Person or By Proxy? 


As a general rule, shares should be 
voted in person through an officer or re- 
sponsible staff member when a majority 
of the stock is held or when it is im- 
portant to the trust beneficiaries that the 
stock be voted and it is impossible in 
advance of the meeting (i) to know what 
matters are to come up or (ii) to obtain 
necessary information upon which to 
base a decision how to vote. 

Usually a trustee can properly vote by 
proxy at least where only routine mat- 
ters are involved and the trust estate 
owns only a small percentage of the out- 
standing voting stock of the corporation. 
Many states have statutes specifically 
permitting a trustee to vote by proxy. 
If the trustee owns a substantial amount 
of the outstanding voting stock, or if the 
matter to be voted on is of special im- 
portance to the beneficiaries of the trust. 
in order to avoid any question of breach 
of duty, the trustee should vote in person 
or by special proxy. 

The giving of a special proxy obvious- 
ly implies that the trustee had advance 
knowledge of matters to come before the 
meeting and sufficient information on 
which to base its decision. The giving of 
a general proxy should be restricted to 
the following combination of situations: 
(a) when the trustee has clear authority 
to vote by general proxy, (b) when it 
has confidence in the management and 
(@) when only routine. non-controver- 
sial matters are expected to come before 
the stockholders. The right of substitu- 
tion constitutes a delegation of author- 
ity and should not be included in either 
special or general proxies executed by 
the trustee institution. 


Conflicts of Interest 


A number of decisions have held 
that a majority stockholder stands in 
the same fiduciary relation to the other 
stockholders as he would if he were a 
director or officer of the corporation. 
This is true because there is power to 
control the corporation through an 
election of a majority of its directors. 
The problem here, of course, is that 
there may be a conflict of interest be- 
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i F you believe that a property for 

which you are trustee was as- 
sessed incorrectly and the taxes are 
unfairly high . . . how would you seek 
to have them reduced? You might pro- 
test to the tax assessor, but the burden 
of proof is usually on the taxpayer. Un- 
less you can show a clear inequity, you 
are not likely to secure a reassessment. 
Most assessors have heavy work loads 
and must use their personnel only where 
there are substantial grounds for’ believ- 
ing a correction is needed. 


To prove inequity usually requires a 
survey of assessments and taxes on simi- 
lar properties. It may call for a study of 
assessment practices on classes of prop- 
erty to learn whether, for example, resi- 
dential properties as a whole are bearing 
too light an assessment burden as com- 
pared to industrial properties. Some- 
times it is desirable to show ratio of 
assessed valve to the fair market value 
of various properties. Where the ratios 
differ widely, an apparent case of in- 


equity may be made. 


Such surveys and studies should be 
documented factually by reports of size, 
usage, construction characteristics, and 
sale prices, among other factors. Stud- 
ies of this nature call for the experience 
and seasoned judgment of a valuation 
expert. Many have 
found that the best answer to tax assess- 
ment problems is to retain the services 


estate managers 


of an appraiser or appraisers having a 
staff qualified to perform this work and 
prepare written reports that will com- 
mand respect from taxing authorities. 


In over 50 years of experience, the 
Marshall and Stevens organization has 
assisted both taxpayers and assessors 
with the difficult problems of property 
valuation. A nation-wide firm, Marshall 
and Stevens offers a staff of appraisal 
engineers expert in tax valuation mat- 
ters. A copy of the informative booklet, 
The Purposes of Appraisals, is yours for 
the asking. Just write Marshall and 
Stevens, Department 58, 6 Church Street, 
New York 6, New York. Other offices in 
Dallas, 
Detroit, Houston, Los Angeles, Miami, 
Montreal, Philadelphia, 
Phoenix, St. Louis, San Francisco, and 
Vancouver, B. C. 


Chicago, Cincinnati, Denver, 


Minneapolis, 
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tween the trust estate and the minority 
stockholders. 

When the ownership of the stock in 
a closed corporation is such that the 
trustee is able to place one of its repre- 
sentatives on the board of directors or 
cause the corporation to hire such 
representative as an officer, additional 
problems arise. Generally it is not im- 
proper for the trustee to have its repre- 
sentative as an officer or director of the 
corporation, but in voting shares of 
stock to accomplish this it has the same 
fiduciary duty as it has with respect to 
voting on any other corporate matters. 

The representative of the trustee in- 
stitution, attending an annual meeting 
of stockholders, may be asked to join 
in ratifying the acts of the directors 
since the last annual meeting. Certainly 
any ratification should be limited to 
acts set forth in the minutes of the prior 
directors meetings and those minutes 
should be examined and the acts set 
forth therein approved before the trust 
stock is voted for any such blanket 
ratification. 


Should Representative of Trustee 
Be Director or Officer? 

Although directors and officers of the 

corporation are not trustees in the 


technical sense, they do occupy a fidu- 
ciary relation to the corporation and 
its shareholders, and their duties and 
liabilities are determined in the light 
of such relation. It is their duty to ad- 
minister the corporation’s affairs for 
the common benefit of all the stockhold- 
ers and exercise their best care, skill and 
judgment in the management of the 
corporation’s business solely for the in- 
terest of the corporation. In addition, 
the applicable state laws may impose 
certain liabilities and duties upon offi- 
cers and directors of the corporation 
and the representative of a corporate 
trustee acting as such is subject thereto. 

The problems thus created are readily 
apparent. The trustee institution owes a 
duty to its trust beneficiaries to use its 
powers as a stockholder for the benefit 
of the trust, but an officer or director 
must act for the best interests of the 
corporation and all of its stockholders. 
So long as the various interests are in 
common, the trustee may continue to 
have its representative serve as a cor- 
porate officer or director. When, how- 
ever, the actions required to protect the 
interests of the trust estate are incon- 
sistent with the acts required to protect 
the corporation and all of its stockhold- 
ers, the trustee obviously cannot con- 
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tinue to act in both capacities.. Action 
on behalf of one group may create lia. 
bility for breach of its duty to the other, 
and refusal to act at all may create lia. 
bility to both. 

If, by reason of a breach of duty, a 
representative of the trustee institution 
is consequently liable to the corporation, 
its shareholders, or creditors, the insti- 
tution would probably also be liable di- 
rectly to those persons damaged by the 
director's breach of duty, this liability 
being based upon the liability that an 
employer has for acts of its employee 
done within the scope of his employ- 
ment. It would appear that a representa- 
tive of the trustee institution serving 
on a board merely because the institu. 
tion owned stock in the corporation 
would, as a general proposition, be act- 
ing in the scope of his employment. Of 
course, if he were guilty of wilful mis. 
conduct (as contrasted with a merely 
negligent act), this might well be be. 
yond the scope of his employment and 
his institution might not have vicarious 
liability on his account. 


Indemnity and Compensation 


If the trustee’s representative should 
be held liable for a corporation (or 
its shareholders or creditors) with re- 
spect to which he is serving as a di- 
rector, and if this liability grows out 
of an act on his part merely of negli- 
gence and not of wilful misconduct, the 
question then arises as to whether his 
institution should indemnify him (we 
are assuming in such a situation that 
no vicarious liability has been asserted 
directly against the trustee institution 
so that only its representative has had 
to pay any damages). The provisions 
of the institution’s charter and bylaws, 
as well as any applicable banking laws 
or regulations, should be studied as to 
their effect on this point. Many corpo- 
rations have charter provisions provid- 
ing that the corporation will indemnify 
its officers or directors against damages 
they might have to pay to third persons 
on account of their activity on behalf 
of the corporation. It would, of course, 
be desirable if such a clause were con- 
tained in the charters of corporations 
which trustee institution representatives 
serve as officers or directors. 

Notwithstanding the fact that the 
representative of the trustee institution 
and the institution itself are exposed 
to a measure of liability, the duty of 
care owed to the beneficiaries of a trust 
holding a substantial block of stock of 
a closely held corporation may well call 
for representation on the board since 
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this may be the best way for the trustee 
to look after its investment. 

The cases are divided on the question 
whether a trustee institution holding 
shares of a closed corporation as part 
of a trust estate is accountable to the 
trust for any salary which its representa- 
tive receives for service as a director of 
the corporation. In at least one state, 
Missouri, it is provided by statute that 
no person shall vote stock held by him 
as trustee for himself as director, officer 
or employee whereby he receives re- 
muneration without the written consent 
of the actual owners provided such own- 
ers are of legal age. Of course, the 
primary consideration is the instrument 
creating the trust since it may specifi- 
cally or implicitly permit the trustee to 
receive a salary as an officer or director 
of the corporation or may prohibit such. 

The above comments, although ad- 
dressed toward the trustee representa- 
tive serving as a corporate director, 
would generally apply to the individual 
serving as a corporate officer. There are 
differences in the degree of activity, the 
duties and in the responsibilities of an 
officer, and those of a director, and their 
duties may be owed to different persons 
but, in general, the problems here under 
discussion would be raised in either 
situation. 


General Observations 


If there is good management and a 
smoothly operating business, some insti- 
tutions prefer to confine their relation- 
ship to that of stockholder, observer 
and advisor. Others have a policy of 
requesting board representation where 
they hold controlling interest in a closed 
corporation. A trust holding majority 
stock of an out-of-state bank or other 
corporation, whose activities are local- 
ized in a distant community, may pro- 
vide an exception. In such a case the 
position of director may be coveted by 
local citizens and the trust best served 
through local representation with 
spheres of influence in the community. 
In some cases the trustee institution may 
not be represented on the board of di- 
rectors but be given permission to have 
a representative attend all meetings of 
the board. 

There is less interest on the part of 
trustee institutions to allow a representa- 
tive to serve as an officer of a closed 
corporation. The reasoning here is that 
an official position should be filled by 
a full-time employee of the corporation, 
selected specifically for the job. 

Actually, the potential liability from 
representation either as director or ofh- 
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cer will arise in the normal case only 
from a negligent act (or an act of wil- 
ful misconduct) of the individual in- 
volved. Therefore, it is incumbent upon 
the trustee institution to carefully select 
those persons to represent it in such 
situations and to carefully acquaint 
those persons with the responsibilities 
and duties not only to the beneficiaries 
of the trust but also to the corporation, 
its stockholders and its creditors. 

In addition to the policies herein dis- 
cussed, each institution must formulate 
its own internal procedures for handling 
investments in closed corporations, Such 
operating procedures should include (i) 
the advisability of centralized responsi- 
bility for all such investments, (ii) 
frequency of review by the Trust In- 
vestment Committee, (iii) the advisa- 
bility of comparative records of opera- 
ting results of closed corporations and 
the style and volume of “spread sheet” 
information to be maintained, (iv) the 
advisability of group meetings within 
the department prior to attendance at 
director or stockholder meetings for the 
benefit of group judgment, and (v) a 
full and regular documentation of per- 
formance by the trustee institution in 
dealing with the affairs of the corpora- 
tion and in attendance at director and 
stockholder meetings. 





Joseph Trachtman is greeted at Honolulu 
International Airport by Herbert R. Loomis, 
vice president of Bishop Trust Co., Ltd. 
which sponsored a three-day workshop on 
estate planning September 13, 14 and 15, at- 
tended by about 90 prominent Hawaii at- 
torneys gathered at the Hawaiian Village 
Hotel. Mr. Trachtman is adjunct professor 
of law at New York University and New 
York legal editor of Trusts ANb EsTATEs. 





The importance of a good record of 
diligence in the handling of closed cor- 
poration stock in trust certainly sug- 
gests the advisability of maintaining a 
written record of carefully planned pol- 
icies and procedures and a close adher- 
ence to them by the trustee institution 
and its representatives. 
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Tax TREATMENT OF Post-MOoRTEM EARNINGS 


Partnership Agreements Drawn with Eye to 
Income Tax May Incur Estate Tax Liability 


cE... Seat 


Counsel, Department of Taxation & Finance, State of New York, Albany 


7 ECOMING MORE AND MORE COMMON 
B is the type of partnership agree- 
ment which provides that when a part- 
ner dies his estate may continue as a 
partner in effect, usually for some limit- 
ed period, or at least shall receive a 
share of the partnership earnings for 
some time after the decedent’s death. 
These provisions are particularly com- 
mon in personal service partnerships, 
including not only professional firms of 
lawyers, accountants or the like, but 
also various nonprofessional firms in 
which personal services of the partners 
are the important income-producing 
factor, such as insurance agencies and 
brokerage firms. 

The Internal Revenue Code of 1954 
established new rules governing the in- 
come tax effects of payments by a firm 
to the estate of a deceased partner. 
These income tax rules are bound to be 
reflected in inheritance and estate tax 
valuations of the deceased partner’s in- 
terest, not merely as a matter of law, 
but more particularly because partner- 
ship agreements have been and will be 
drafted and redrafted to produce the 
best Federal tax results. 

Prior to 1954 the Internal Revenue 
Code dealt very briefly with partner- 
ships, and this resulted in great confu- 
sion, with numerous irreconcilable de- 
cisions.' In an attempt to eliminate this 
confusion, Congress included in the new 
Code a whole subchapter — Subchapter 
K, dealing at great length with partners 
and partnerships. So far as the inheri- 
tance or estate tax valuation of a de- 
ceased partner’s interest is concerned. 
the most important section is 736. 


The Bull Case 
Let us first take a brief look at what 
went before the 1954 Code. 
It is a cardinal principle of all death 
tax laws, with some rare exceptions, 





Address before 1960 annual meeting of National 
Association of Tax Administrators. 

‘See Committee on Ways and Means, H.R., Report 
on Internal Revenue Code of 1954, p. 65. 
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that the value of a decedent’s property 
is to be fixed as of the date of his 
death. Consequently, when a_partner- 
ship agreement gives the estate of a 
deceased partner a right to share in fu- 
ture earnings, very fundamental ques- 
tions arise. 

In 1934, the United States Supreme 
Court handed down a well known es- 
tate tax decision — Bull v. United 
States.» This involved the estate of an 
individual who had been a member of 
a ship brokerage partnership. The firm 
had very little invested capital or tang- 
ible property, and its earnings were de- 
rived entirely from the personal services 
of the partners. When Bull died, the 
only partnership property in which he 
had any interest was‘the undistributed 
profits of the firm since the first of the 
year, and his share of these amounted 
to $24,000. However, the partnership 
agreement provided that upon the death 
of any partner his estate had an option 
to continue as partner for one year 
thereafter, and to share in the profits 
and losses of the firm during the year 
just as the decedent would have done 
if he had lived. Bull’s executor took ad- 
vantage of this option, and the busi- 
ness of the firm during the vear follow- 
ing death was very good. The result 
was that the estate’s share in the firm 
earnings for the year after Bull’s death 
was more than $200,000. 

The Commissioner of Internal Rev- 
enue tried to include this in the gross 
estate subject to estate tax, but the Su- 
preme Court ruled against him. The 
Court said that the provision in the 
partnership agreement was clearly not 
a sale of decedent’s interest in any prop- 
erty of the firm, because the decedent 
had no interest in any such property 
except the undistributed profits up to 
the date he died, and these his executor 
had received in addition to the $200,- 
000 derived from profits after Bull died. 
The Court also said, without discussing 


*295 U.S. 247. 


the point, that the agreement could not 
be considered as a sale of decedent’s in. 
terest in the partnership good will. In 
brief, the Court held that the estate’s 
share of the firm earnings after dece. 
dent’s death was taxable to the estate 
as income in the year when it was re. 
ceived, but was not subject to estate tax. 

Of course, the facts in the Bull case 
were unique in some respects. For one 
thing. the decedent had no capital in. 
vested in the firm whatever. Further. 
more, the payments made to his estate 
out of the firm earnings after his death 
were not in lieu of what the estate would 
have received in a common law ae: 
counting as of the date of death, but 
were in addition to that. These peculi- 
arities in the facts raised various ques 
tions concerning the application of this 
decision to other cases, and several of 
the lower courts distinguished the Bull 
case and reached a different result when 
differences in the facts gave them an 
opportunity to do so. 


Distinguished Decisions 


One such case was McClennen v. 
Comm.* This dealt with the valuation of 
a deceased lawyer’s interest in his law 
partnership. In the McClennen case, 
just as in the Bull case, the partnership 
agreement provided that the estate of 
the decedent should receive his normal 
percentage of the firm profits for a 
certain period after his death, and that 
this should be paid in addition to the 
decedent’s share of the partnership 
profits which had been realized up to 
the date of his death. However. in the 
McClennen case. unlike the Bull case, 
this payment from future earnings was 
not a payment over and above the 
amount of the decedent’s interest in the 
firm as of the date of death. Instead, 
McClennen had a substantial interest in 
the capital account and the plant ac 
count of his firm, and also in its ac 
counts receivable. which had not ye 





3131 F. 2d 165 (C.A. 1—1942). 
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been collected at the date of death. Un- 
der the terms of the partnership agree- 
ment in the McClennen case, the pay- 
ments to the estate out of future earn- 
ings of the firm were made in lieu of 
decedent’s date-of-death interest in these 
items. 

The Court pointed out that the agree- 
ment obviated any necessity for a part- 
nership liquidation and accounting as 
of the date of death, 

A more recent decision, reaching a 
different result than the Bull case, is 
Estate of Riegelman v. Comm.* This 
also involved a law partnership. Riegel- 
man had made no contribution to the 
firm capital, and the only tangible 
property of the firm was its library and 
office furniture, which were of very 
modest value. 


The partnership agreement provided 
that the estate of any partner who died 
should receive two things. First, the 
estate was to receive decedent’s share in 
all fees of the firm for work completed 
before his death, including fees collected 
after his death. Of course, the estate 
would have been entitled to this much 
in a common law accounting without 
any specific provision in the partner- 
ship agreement, and the estate conceded 
that the amount payable under this 
provision was subject to estate tax. 

The second benefit which the Riegel- 
man partnership agreement provided 
for his estate was a share in the earn- 
ings of the firm for a fixed period after 
his death, regardless of whether these 
earnings were derived from work in 
process when he died or from work 
which had not even been commenced at 
that time. The executor insisted that 
under the Bull case this share of post 
mortem partnership earnings was no 
element in the date-of-death value of 
decedent’s interest in the firm. 

The Second Circuit distinguished the 
Bull case on one ground, namely, that 
there the estate had continued as a 
member of the partnership after dece- 
dent’s death, while in the Riegelman 
case this was not true. Since the dollars 
and cents result was exactly the same, 
this seems a rather tenuous distinction. 


Effect of Income Tax 
Amendments 


The real meat of the Riegelman opin- 
ion, so far as inheritance and estate tax 
valuations are concerned, lies in what 
the Court said about the effect of in- 
come tax amendments. The Bull case 


had decided in 1934. In 1942, 


253 F. 2d 315 (C.A. 2—1958). 


been 
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Congress amended the Internal Revenue 
Code by adding section 126 (now sec- 
tion 691 of the 1954 Code), dealing 
with “income in respect of a decedent.” 
This provided that income attributable 
to the activities of a decedent during 
his lifetime, if received by his estate 
after his death, should be taxed to the 
estate as income in the year when it 
was received, rather than being included 
in the final return for decedent himself. 
The importance of this amendment, for 
death tax purposes, lay in the fact that 
it also allowed an income tax deduction 
for any estate tax paid upon the value 
of the right to receive such income. In 
other words, this 1942 amendment as- 
sumed or implied that the value of the 
estate’s right to receive income after the 
decedent’s death was to be included in 
his estate for estate tax purposes. 


In the Riegelman case. the Court dis- 
cussed this matter at some length, and 
unanimously concluded that the value of 
the estate’s right to share in partnership 
earnings after the decedent’s death was 
subject to estate tax in his estate. The 
Court went on to say: “Insofar as Bull v. 
United States is contrary to this conclu- 
sion, we think that it no longer states the 
applicable law.” 

In a 1958 decision, Winkle v. United 
States,” a District Court in Pennsylvania 
reached the same conclusion with refer- 
ence to a decedent’s interest in a part- 
nership operating a department store. 
Although this case, as well as Riegel- 
man, was decided after the 1954 Code 
became effective, both dealt with estates 
of decedents which were controlled by 
the 1939 Code, as amended. 


What 1954 Code Did 


Section 691 of the 1954 Code con- 
tinues the provisions of old section 126, 
that “income in respect of a decedent” 
shall be taxed to his estate in the year 
when it is received, and also the pro- 
vision allowing an income tax deduction 
for the estate tax paid upon the value 
of the right to receive this income. In 
addition, Section 736 very 
specific provisions, for income tax pur- 


contains 


poses, with reference to payments made 
by a partnership in liquidating the in- 
terest of a deceased partner. 

Section 736 divides these payments 
into two categories: First, 
made for the decedent’s interest in part- 
nership property. and, second, payments 
made as either a distributive share of 
partnership income or as a guaranteed 
payment. “Unrealized receipts”—which, 


payments 








5160 Fed. Sup. 348. 


in the case of a partnership reporting 
on a cash basis, includes all accounts 
receivable which have not been paid at 
the date of death — are not treated as 
partnership property, so that any pay- 
ment to the estate on account of these 
is treated as a distributive share of earn- 
ings or as a guaranteed payment. The 
same is true of partnership good will, 
unless the partnership agreement ex- 
pressly provides for a payment to the 
estate of a deceased partner on account 
of good will. 

The income tax effects of these pro- 
visions are quite complex, and I will 
not attempt to go into them here. I 
believe the important thing to remem- 
ber, for inheritance and estate tax pur- 
poses, is that modern partnership agree- 
ments, drafted with an eye to these in- 
come tax statutes, are going to go into 
considerable detail as to whether the 
payment by a firm to the estate of a 
deceased partner shall be made on ac- 
count of his interest in partnership prop- 
erty, his interest in uncollected accounts 
receivable, his interest in partnership 
good will, or whether it shall be a dis- 
tributive share of future partnership 
earnings or a payment guaranteed by 
the surviving partners regardless of the 
amount of future earnings. 
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Implications of Income Tax 
Treatment 


It seems quite clear that the value of 
the decedent’s interest in partnership 
property, accounts receivable and good 
will is subject to inheritance or estate 
tax in any event, even under the doc- 
trine of the old Bull case. I believe the 
real questions in inheritance and estate 
tax cases are going to arise under part- 
nership agreements which pretty speci- 
fically state that the amount payable to 
the estate of a deceased partner shall 
be either a distributive share of future 
earnings of the firm, or a payment to 
the estate guaranteed by the surviving 
partners, regardless of the amount of 
the firm’s earnings. 

The reports of the Congressional 
Committees on these provisions of the 
1954 Code are very illuminating. The 
Senate Finance Committee expressly 
pointed out that even though a dece- 
dent’s estate or legatee may be subject 
to income tax on these payments when 
they are received, he will be allowed an 
income tax deduction for the part of 
the estate tax attributable to the value 
of the estate’s right to receive these pay- 
ments.® Also, the report of the Senate- 


®Senate Report No. 1622, 83rd Cong., 2nd Session, 
p. 405. 
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House Conference Committee with refer- 
ence to the effective date of these new 
provisions (they apply to the estates of 
decedents who die after January 1, 
1955) took pains to say: “No inference 
is intended as to the inclusion of the 
value of the right to such payments in 
the gross estate of decedents dying prior 
to January 1, 1955." 

In the light of these income tax pro- 
visions of the 1954 Code, and in the 
light of the Committee reports upon 
them, it seems almost certain that as 
soon as an appropriate case arises the 
Internal Revenue Service will press for 
a decision definitely over-ruling the 
Bull case on a broad basis, regardless 
of minor factual details. 


Some Recent Cases 


In some cases, executors have appar- 
ently conceded Federal estate tax lia- 
bility on this basis. One such case is 
United States v. Ellis.8 The Commis- 
sioner included in the gross estate more 
than $200,000 as the value of the es- 
tate’s right to share in partnership 
earnings for ten years after the dece- 
dent’s death. The executor paid the es- 
tate tax on this basis and so far as ap- 
pears from the opinion litigated only 
the income tax results. 


Of course, partnership agreements, as 
well as compromise agreements between 
an executor and the surviving partners, 
take all shapes. In one case, the dece- 
dent was a partner in an automobile 
agency, and the partnership agreement 
provided that his estate could continue 
as a partner for one year after death.® 
However. General Motors refused to re- 
new the partnership franchise if the 
estate was to continue as a member of 
the partnership. To get around this 
difficulty, the surviving partners and the 
executrix arranged a deal whereby they 
conveyed to her the partnership real 
estate and she leased it back to them 
for a percentage share in their earnings 
for one year. 


For income tax purposes, the Court 
held that this rental was really the pur- 
chase price for decedent’s share in the 
partnership. The Court did not go into 
the matter of estate tax valuation, but 
from its opinion the inference seems 
quite clear that the estate tax value of 
the decedent’s interest would be based 
upon the share of future earnings fixed 
in the partnership agreement if the es- 
tate had continued as a partner, with 


7THouse Report No. 2543, 83rd Cong., 2nd Session, 


. 66. 
5264 F. 2d 325 (C.A. 2—1959). 
®McKelvey v. Comm., 246 F. 2d 609. 


possibly some adjustment for legal ex. 
penses incurred in getting around Gen. 
eral Motors’ refusal to continue the 
franchise on that basis. 


Valuation 


Of course, even where it is conceded 
or established that the value of a dece. 
dent’s partnership interest should be 
based upon a share in future earnings, 
payable to the estate under the partner. 
ship agreement, difficulties will be en. 
countered in fixing a value, particularly 
if the estate is to share in the earnings 
over an extended period. One mistake 
which the Commissioner of Internal 
Revenue made in the Bull case was to 
include in the gross estate, not the date. 
of-death value of the right to future 
earnings, but rather the exact amount 
ultimately received as the estate’s share 
of earnings after decedent’s death. 

Ordinarly, a date-of-death value for 
the estate’s right to share in future eam- 
ings of a partnership must be estimated 
upon facts known at the date of death, 
that is, upon the record of past eam- 
ings, and there must be due adjustment 
for business uncertainties and for the 
fact that the estate will not receive any- 
thing until some substantial time has 
elapsed. However, this involves no 
greater uncertainty or difficulty than 
exists in the valuation of closely held 
corporations or individual. proprietor- 
ships generally. Fortunately. most part- 
nership agreements for sharing in fu- 
ture profits by the estate of a deceased 
partner cover relatively short periods of 
time, so that, in most cases. no long 
range forecasts are required. 

In summary, I would say that we 
must reexamine closely any holdings of 
State courts in inheritance or estate tax 
cases which follow the lines of the Bull 
case, that is, cases which exclude from 
a decedent’s estate the value of a share 
in future partnership earnings to be re 
ceived by his executor or legatee. Such 
reexamination of old decisions will be 
particularly necessary when we are deal- 
ing with the inheritance or estate tax 
results of partnership agreements draft: 
ed to take advantage of the Code. 

Federal decisions and the legislative 
history of the Internal Revenue Code 
of 1954 indicate quite strongly that the 
estimated value of future partnership 
earnings to be received by the estate of 
a deceased partner may and should be 
taxed in his estate, and this notwith- 
standing the fact that these earnings 
may and probably will be subject to in- 
come tax when they are finally received 
by the estate or by the legatee. 
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Look whats new 


at the Harris Bank! 
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This is just part of it— 
turn the page for the rest 


New home for a 

great tradition: 

This is the enlarged 
Harris building at Clork 
and Monroe Streets. 
Here in Chicago's 
newest large banking 
home, the Harris 
tradition of personal 
service continues. 
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Here’s what’s happened: 


On October 24, the Chicago National Bank became a part of 
Harris Trust and Savings Bank 





On the same day, we “opened” our greatly expanded home at 
the corner of Clark. and Monroe Streets—in the heart of Chicago’s loop 





Now, the Harris offers new and broader services— 
personal services—for thousands of customers 





The Harris and Chicago National have always 
been complementary in the services they offer 
— Harris emphasizing its commercial business, 
Chicago National emphasizing its personal 
banking services. Now, under one roof, these 
services are brought together for the conven- 
ience of our many thousands of customers— 
new and old. 

Harris Bank now adds a ‘‘Personal Banking”’ 
division that specializes in personal loans, home 
improvement loans, auto financing, consumer 
credit and special checking accounts. 

We will continue, of course, with the serv- 





The new Savings Center is one of ; 
three lobbies. To the west is our Com- 4, 
mercial Banking Lobby, and next to 
it is our new Personal Banking Lobby. © 


Aclosed circuit TV system allows 
our police officers to watch sev- 
eral areas of the bank from this 
one group of monitors, 








ices that have long distinguished the Harris. 
Our Commercial Loan divisions, our large Trust 
Department, the Investment Department 
specializing in tax-exempt bonds, the Finan- 
cial and Economic Research Department, and 
the International Banking Department with 
its network of correspondents in 99 countries. 

Right now, every officer and employee of 


both banks is hard at work at the Harris, pro- 


viding the personal attention that has long been 
a tradition in both banks. 

Call on us soon, won’t you? We look forward 
to serving you from the heart of the Midwest. 





The new Personal Banking division will serve our customers 
with special checking accounts, personal loans, auto loans 
and other forms of consumer credit. 
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E MAY OR MAY NOT BE ENJOYING 
W the “worst boom in_ twenty 
years,” but we do seem to be smack in 
the middle of a period when more and 
more sales are producing less and less 
profit. 

It isn’t too surprising, therefore, that 
a good deal of key man life insurance 
is being bought right now. The death 
of a man capable of moving goods or 
services, at a price that leaves some- 
thing for the stockholders, could be a 
serious loss; and if it’s a hazard, it’s 
just good business practice to insure. 

I’ve talked with a man who has 
insured his sales manager for $100,000. 
His firm is showing an after-tax profit 
of 4 per cent on a volume of $1,250,- 
000 — which I’m told is a much better 
than average result in their particular 
field, today. 

“What I’ve done,” this owner told 
me, “is underwrite two years’ profits 
with that hundred thousand. It’s as 
simple as that.” 

It is simple. The premium he’s pay- 
ing is $2,400, so what he’s doing, in 
effect, is setting aside the profit on 
$60,000 of sales to insure the prot on 
$2,500,000. This might be sound, even 
if the $2,400 premium were all expense; 
but the policy is straight life; if the 
sales manager lives, a good part of what 
the firm puts into premiums will come 
back as an addition to surplus. 

The reasoning that dictated the pur- 
chase is not new. It is fundamental to 
all life insurance purchases. When some- 
one dies, a family, a creditor, an em- 
ployer, a business associate, will suffer 
a money loss; life insurance will make 
up part of that loss — seldom all, often 
not enough, but anyhow a part. 

I’m mentioning this because an ofh- 
cer of one of New England’s older 
banks told me this the other day: 


“It seems to me that you people 
who talk and write about life insur- 
ance put too much emphasis on the 
by-products. Minimizing taxes is im- 
portant, of course, and life insurance 
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ESTATE SIDE OF LIFE INSURANCE 


CHARLES C. ROBINSON 


In collaboration with Institute of Life Insurance 


has some important tax advantages. 
Your settlement options are a valu- 
able aid in planning an estate of al- 
most any size. But, primarily, life in- 
surance is a guaranteed source of a 
certain amount of money at an uncer- 
tain time — and to that extent it is 
unique. Every man will die, but no 
man knows how it will happen. When 
he does die, someone will lose. I should 
think your most important job is to 
find out who will lose how much, then 
sell the life insurance needed to cover 
the loss.” 


What he said was meant as a criti- 
cism, and to some extent it may be 
justified; the bolts and nuts of taxation, 
business continuation, and employee 
benefit planning are indeed a fascina- 
ting study; but what he really gave me 
was a simple statement of the respon- 
sibility most life insurance men assume 
in the estate and business planning job: 
they do, in fact, “try to find out who 
will lose how much, then sell the life 
insurance needed to cover the loss.” 


Price vs. Value 


A friend of mine says, of the cynic 
who knows the price of everything but 
the value of nothing, “He has a full 
right to the pursuit of happiness, but 
he seldom catches up with it.” 

There are men who sell life insurance 
entirely on a price basis; they put their 
emphasis on how little it costs, rather 
than on what it will do for the man who 
buys it. Their approach is usually made 
with a variation of this argument: 
“Why buy a high priced policy and 
give a lot of money to a life insurance 
company? Buy pure protection — that’s 
all you want anyhow — and use what 
you save in your own business.” 

Not long ago, one of these price spe- 
cialists met a partner in a firm that was 
putting together a buy and sell agree- 
ment, to be funded with a total of $200,- 
000 of life insurance on two lives. The 
salesman working on the case had re- 
commended straight life policies, with 
premiums after dividends of about $5,- 
000 the first year. 


SOME ASPECTS OF TERM VS. ORDINARY LIFE 


The newcomer suggested term-to-age- 
65, with premiums of some $2,600. 
“This way,” he said, “you'll have $2,. 
400 a year to plow back into the busi- 
ness — and that much is certainly 
worth picking up.” 

The partner was interested (who 
wouldn’t be?), and I understand he 
gave the first salesman a pretty rough 
time, before they decided to go ahead 
on his original recommendation and 
buy permanent insurance. 

In his rebuttal, the salesman made 
five points. They’re probably over-simp- 
lified, but they add to a good illustra- 
tion of why permanent, cash value poli- 
cies are nearly always a better buy — 
when the protection will be needed for 
more than a very few years: 

{| There could be no certainty that 
the two partners would be ready to 
terminate their buy and sell agreement 
at 65; therefore the life insurance might 
be needed for several additional years. 
Term insurance protection would end at 
65; straight life could be continued in- 
definitely. 

{| The straight life premium outlay 
would probably average closer to $4,000 
a year than $5,000; but assuming the 
price difference in favor of term con- 
tinued at the first year figure of $2,400: 
“Just what,” the salesman asked. “are 
you going to do with twenty-four hun- 
dred a year, in this business, except 
spend it?” 

If they bought term insurance, 
they'd be paying for death protection, 
and that would be that. If they put up 
the extra $2,400 and bought straight 
life, they'd be building up a cash re- 
serve they could tap at any time they 
needed it. Over the years to 65, the 
average annual increase in that cash 
value would be $4,136. The salesman 
asked: “What can you do with twenty- 
four hundred a year, in this business or 
anywhere else, that will produce more 
than four thousand — guaranteed?” 

| If they could be certain that one 
partner would die, soon, and if they 
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could also- be sure which partner it 
would be, they could save a little money 
by buying term insurance on his life. 
But the life insurance company expects 
both men to live; so why isn’t that a 
sound expectation for them? 

{ If they bought straight life, and one 
of them died soon, what the survivor 
would be out of pocket in extra premi- 
ums would amount to little, compared 
with the insurance check he’d get. If 
they both live, as they probably will, 
they'll be from $43.000 to $68,000 bet- 
ter off — and that much really is 
“worth picking up.” 


On Buying Term and 
Investing the Difference 


A letter from a man in Rhode Island 
says he has been urged to take the 
1oughly $4,000 cash value of his present 
life insurance, invest it in sound stocks 
or a good mutual fund, then buy de- 
creasing term insurance to make up the 
$40,000 of death protection he is now 
buying for his family. He asks if this is 
good advice. 

His situation, anyhow what little his 
letter tells of his situation, differs in 
detail; but I would think his problem 
is much the same as that of the two 
partners (just mentioned) who decided 
to buy straight life rather than term 
insurance. They’re convinced they made 
a sound decision; and, because of a 
personal experience, I believe they’re 
right. 

Not long ago, with the help of an 
actuary, I made a study of one of my 
own policies. It’s straight life, $10,000, 
and had been in force, at that time, for 
27 years. Following the pattern suggest- 
ed by M. Albert Linton in his book, 
How Life Insurance Can Serve You, we 
set out to compare the actual results | 
had obtained with this policy, and what 
I might have accomplished by buying 
term insurance with part of the premi- 
um and investing the balance. 
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WINS C.L.U. 
SCHOLARSHIP 


Nicholas M. Marsini, win- 
ner of eighth annual Fi- 
delity-Philadelphia Trust 
Co.’s 4-year Chartered 
Life Underwriters Schol- 
arship, is congratulated 
by vice president Fred- 
erick G. Rogers. Marsini 
will study at the Wharton 
School of University of 
Pennsylvania. Looking on 
is E. P. Tubman, Phila- 
delphia manager of the 
Acacia Mutual Life In- 
surance Co., with whom 
Marsini is associated. 





We ‘bought’ just enough term insur- 
ance each year (using the lowest one- 
year renewable term rate we could find) 
to bring the amount I had in my ‘in- 
vestment account’ up to $10,000 — if I 
died during the year. We found that 
under this do-it-yourself program I 
would have had to earn, for 27 consecu- 
tive years, almost 5% compound inter- 
est on the money I invested — net of all 
taxes and investment expense — in or- 
der to have as much money in this as- 
sumed separate account as I now have, 
guaranteed, in my straight life policy. 

During the early years this compari- 
son covered, I had no income tax prob- 
lem; but for the last 10 years, my in- 
vestment account would have had to 
earn about 7% to net the less than 5% 
I needed. I’ve no way of knowing 
whether my actual results over the years 
have been good, median, or poor: but 
I do know that the return I’ve been able 
to get, on what money I’ve had to in- 
vest, has not averaged anything ap- 
proaching 7%. 

His letter doesn’t give us his income 
tax bracket; but I’d think this reader, 
if he’s to switch to term insurance and 
improve on the permanent insurance he 
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has — for himself or his family — will 
have to be reasonably sure of doing a 
lot better than I have ever done. 


On Insuring Cash Values—Free 


Another reader, a general insurance 
broker in the New York City area, asks 
why we don’t say something about how 
simple it would be for the life insur- 
ance companies to insure cash values, 
without extra cost, and thus be able to 
pay them to beneficiaries, in addition 
to the face amount of insurance. Doing 
this would perhaps be simple enough; 
but doing it “without extra cost” would 
have to involve some arrangement for 
the companies to print their own money. 

In effect, this is already being done 
by several companies. They have made 
an extra dividend option available. un- 
der which dividends may be used to 
purchase one-year term insurance; and 
at most ages this is enough to return 
the amount of the cash value in addi- 
tion to the face of the policy — but it’s 
by no means free. 

The one-year term rates of a fairly 
typical company offering this dividend 
option are (per-thousand): age 40, 
$3.56; age 50, $8.30; age 55, $12.86; 
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age 60, $20.09; age 65, $31,00; age 
70. $48.05. In this particular company, 
a man with a $10,000 straight life 
policy taken out when he was 40, would 
have a cash value of $4,160 at age 60: 
his dividend that year (at the company’s 
present scale) would be more than 
enough to buy that much extra insur- 
ance. A man of 65, with a 20-year- 
old policy, could just about get by; 
after 65, he’d have to settle for extra 
insurance of less than the cash value. 

It’s my impression that this particu- 
lar dividend option was designed, pri- 
marily, for the policyholder who has a 
substantial policy loan outstanding, or 
one who has used his cash value as 
collateral for a bank loan; and for him 
the extra protection is undoubtedly a 
good buy. When there is no indebted- 
ness, however, most policyholders seem 
to prefer (and in this order): using a 
policy dividend to reduce the current 
premium; allowing it to accumulate at 
interest; or buying fully paid-for addi- 
tional insurance. 


A 4 b 


e The seventh annual Institute on Tax- 
ation, sponsored by the Texas Society of 
Certified Public Accountants held Oct. 
3-5, at the University of Houston, fea- 
tured a workshop session on “Current 
Developments in Taxation of Estates and 
Trusts,” conducted by Gordon Moore, 
C.P.A. associated with Arthur Young & 
Co. Joe C. Stephens, Jr., an attorney 
with Carrington Johnson & Stephens, 
discussed “Current Developments in Es- 
tate Planning.” 


N.Y. Stock Transfer Association 


Votes Wider Membership 
The New York Stock Transfer Asso- 


ciation has changed its name to The 
Stock Transfer Association and revised 
its Articles of Association to provide 
for the membership of banks, trust com- 
panies and corporations outside of ihe 
city. The Executive Commiitee hereafter 
will include one representative from 
Canada and two from elsewhere in the 
United States in addition to those from 
New York City. This major change in 
the Association, which was founded by 
New York banks and trust companies in 
1921, reflects the expanding interest in 
security transfers and allied functions 
throughout the two countries. 


Kenneth G. Morton, vice president, 
First National Bank, Chicago, and C. 
Kenneth Coulson, manager, stock trans- 
fer department, National Trust Co., 
Ltd., Toronto, received interim appoint- 
ments to the Executive Committee under 
the revised Articles. 


A & A 


e The 13th annual Federal Tax Confer- 
ence sponsored by the University of 
Chicago Law School was held October 
26-28. Among the topics dealing with the 
area of estate and trust planning were 
“Pitfalls in Stock Purchase Agreements” 
by Richard L. Greene of Milwaukee; 
“Estate Planning for the Corporate 
Executive” by John R. Lindquist of 
Chicago; and a panel discussion by the 
principal speakers on employee benefit 
plans. 
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Complete Trust Service 


Rochester, N. Y. Area 


We offer you every fiduciary service for individuals and 
corporations within a large and experienced Trust De- 
partment. May we serve you? 


LINCOLN ROCHESTER 


TRUST COMPANY 
Rochester, New York 


25 offices in Rochester, Brockport, Canandaigua, 
Corning, Geneva, Hammondsport, Macedon, Newark and Penn Yan. 
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Personal Affairs Month and 
Estate Planning Councils 


Estate planning councils, which now 
number over 100 in the United States 
and at least 8 in Canada, deserve to be 
better known in their communities, 
Carman A. Jerry, assistant general man- 
ager, Royal Trust Co., Montreal, told 
the Estate Planners Council of Hamil. 
ton, Ont., on October 11. He cited spe- 
cific cases of individuals whose estates 
had been saved from potential loss 
through the owners’ discovery of and 
cooperation with the estate council mem- 
bers of their own cities. “If such gen- 
eral knowledge were about, it might be 
amazing how many people would come 
to the council for assistance.” 

In the United States, the speaker said, 


the Personal Affairs Institute of Amer. # 


ica provides an educational service 7 
“which may well be the function of a 
life insurance trust and estate planning ¥ 
council.” The personal affairs month © 
programs, with public meetings and | 
widespread publicity, are “a force for” 
good in the community” and at the 4 
same time “additional business of all] 
kinds has flowed to accountants, trust” 
companies, life underwriters, lawyers, 9 
banks and others.” j 

A good deal of the success of the so 
called estate planning team “depends on 7 
our attitude and tolerance in recogniz- 7 
ing each other’s skills,” Mr. Jerry ob- | 
served. As described in TRUSTS AND Es-_ 
TATES — which Mr. Jerry called “the 7 
only fiduciary journal of its kind in 
North America” — estate planning is 
“an organized attempt on the part of 
the estate owner to minimize the de- 
structive forces which attack all estates 
and invade the rights and benefits of 
dependents.” In accord with this defini- 
tion, periodic review of the will is of 
such primary importance that the speak- 
er regarded it as being equal with the 
active planning itself. 

Planning in depth is of great import- 
ance. This involves not only a carefully 
drawn will, providing for all contin- 
gencies and needed powers, and analy- 
sis of the tax position, but a careful 
examination of liquidity, as well. Assets 
should be examined from the point of 
view of the problems they can create — 
especially a family business which, the 
speaker said, should be regarded as 
worth more to the owner alive than to 
his dependents after his death. Finally, 
Mr. Jerry said, the beneficiaries should 
be considered as to their skills and capa- 
bilities, especially whether they can 
handle money. 
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What more enjoyable way to begin an evening in town than 
to dine at one of New York’s fine restaurants! Order wisely 
and well...then sit back and relax. Unworried leisure is an 
essential ingredient in the art of good living. A And where 
does the Trust Company stand in this gay gastronomical 
gambit? We’ll come right to the point. We manage their 
securities in an Investment Advisory Account. And that 
may account, in a large measure, for the “unworried 


leisure” prescribed above. 4 When First National City 


SOUP, SNAILS, & SECURITIES... 





Trust watches over your stocks and bonds you can relax 


and enjoy life. Our Investment service will also enable you 
to devote more time to your own occupation, leaving the 
complex, time-consuming job of investing to us. After all, 
that’s our specialty ...and our skill is widely acknowledged. 
This is a complete advisory and safekeeping service. 
A If you would like an excellent recipe for successful in- 
vesting, just write or call for a copy of “How To Get The 
Most Out Of Your Investments”. No obligation, of course. 


The First National City Bank of New York 


Trust Division, 55 Wall St., New York 


Member Federal Deposit Insurance Corporation 


Affiliate, First National City Trust Company 















REVOLUTIONARY STEP IN THE SMALL 
A trust field was announced last 
month by the Girard Trust Corn Ex- 
change Bank of Philadelphia. This de- 
velopment consists in the establishment 
of what is to be known as the Girard 
Personal Retirement Trust. 

Under this plan the bank will accept 
trusts in the amount of $1,000 and 
additions thereto of $100 or multiples 
thereof. The funds will be invested in 
either of two new common trust funds, 
the choice to be made by the settlor. 
One of these common trust funds will 
be a balanced funds and the other will 
consist entirely of common stocks. 

The trusts will be uniform in provid- 
ing that income shall be accumulated 
and not paid over to the settlor; that 
principal remaining in the trust at the 
settlor’s death shall be payable to his 
estate; that the trustee in its discretion 
may pay over income or principal for 
the benefit of a settlor who has been 
declared incompetent; and that the trust 
may be revoked by the settlor at any 
time. 

The only charge the bank will make 
for serving as trustee under trusts of 
this type will be a fee amounting to 50 
cents per $100 per annum, or 14 of 1%. 
It will also furnish necessary income 
tax information for an additional fee to 
be determined, but probably around $5 
a year. 

The trust instrument itself is extreme- 
ly simple, consisting of a one page 
printed form. 

Naturally the first question that arises 
in the mind of a person hearing of this 
plan is, how can the bank afford to 
administer such small trusts for such a 
modest fee and still expect not to lose 
money, much less to make a profit? It 
would seem that a very large amount of 
bookkeeping and other records would 
be required by such a wholesale opera- 
tion of relatively small accounts. The 
bank anticipates that these functions can 
be adequately and speedily handled by 


the various mechanical operations which 
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GIRARD’S PERSONAL RETIREMENT TRUST 


it has installed. It would seem clear that 
without a machine run operating system 
it would be impossible for such a plan 
to function except at an exorbitant cost. 


What can the Girard expect to gain 
from this Retirement Trust? As I un- 
derstand its thinking, the bank believes 
that definite advantages to it and to the 
people of its area will soon become evi- 
dent. The bank expects to make itself 
known on a still wider scale than here- 
tofore and thereby to develop a quantity 
of now large trust business. Persons 
reading newspaper and other advertise- 
ments cannot fail to be impressed with 
the thought that if people who have 
saved as little as $1,000 need trust serv- 
ice and can get it through a bank, their 
own situations deserve another look with 
a bank as a possible fiduciary. They 
would naturally turn to the Girard for 
information and advice. Participants in 
the plan are bound to become interested 
in the Girard’s banking and other serv- 
ices if they are not so already, and who 
knows which settlors, presently young 
and just getting established, may not 
provide important business for the bank 
as their capital formation grows. 

The Girard’s plan is an attempt to 
answer a problem that has concerned 
many trustmen for a long time, i.e., how 
to bring trust service to the man who 
has too small an amount of savings to 
justify his using any of the more retail 
types of fiduciary accounts. This was 
the goal of the pioneers who started the 
first commingled funds of the late 1920s 
and early 1930s. They believed that 
once an individual had provided himself 
with an adequate savings account and 
sufficient insurance, the banks should 
make available some kind of trust serv- 
ice as the next step in the building and 
management of his estate. These early 
efforis were not successful because of a 
general fear of the consequences of the 
collective investment of any funds, 
which fear derived from some of the 
excesses that were uncovered during the 





depression. They were further hind 
by what was then the attitude of 
Board of Governors of the Federal 
serve System on the subject. 

The Board then had a horror of ¢ 
established pursuant to a form 
would be identical for all. It felt} 
they could not be considered bona 
In the not too distant past a num 
trustmen, including the writer, ‘nayge 


spent a large amount of time trying to _ 


figure out how to convince the Board 
that bona fides does not stem from the 
form of a trust but from the intent of 
the settlor. The staff of the Board per 
sisted in feeling that the use of a form 
or even of several alternative forms 
would induce a program of “selling” 
trust service on the same basis as the 
selling of investments though there is no 
true objection to the use of a form in the 
establishment of a trust provided that 
the bank assures itself that the trust is 
being set up for true fiduciary purposes. 
In fact it would be impossible to reach 
the so-called mass market in any other 
way. 

Several special aspects of the Girard 
plan emphasize the importance of 2 
bona fide fiduciary purpose in the cre 
ation of the trust. One of these is the 
requirement that all trusts established 
thereunder must be approved for ae 
ceptance by the Estate Planning Div: 
sion at the head office. Thus there will 
be no “selling” of the trusts by tellers 
and others in branches and elsewhere 
Nobody can participate in the Retire 
ment Trust unless all the facts and ar 
cumstances are known to and passé 
upon by persons with thorough exper 
ence in the trust field. Thus every pr’ 
caution is being taken to make cerlal? 
that no participant enters into the plant 
under the mistaken belief that he ® 
buying shares of stock or the like. to be 
traded in later on at will. 

Another consideration is that the 
trusts are accumulative only and xf 
geared to a long range program loot 
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| under a Keogh type plan. in tact me 


circumstances would seem to be identi- 
cal except for the fact that contributions 
to the Girard Retirement Trust will be 
after taxes and not tax free. 

It seems obvious that this is not a 
field into which most banks should rush, 
at least until the experience of the Gi- 
rard has indicated that the plan is 
practical. There are obvious questions 
that only time can answer. Can the cost 
of solicitation be kept at a suitably low 
figure in relation to the fees because of 
the volume involved? Will enough 
people prove to be interested in a re- 
tirement plan, over and beyond such 
pension plans in which they already 
participate, which is not tax free? Can 
a low cost of operations be achieved 





NEW TRUST SCHOOL 


Tulsa played host 
October 14, 21 and 28 


igh the use of machines? Can the 
cipants be made to understand that 
lan does not involve the purchase 
security, i.e., will the trusts actually 
e to be bona fide? Until the Girard 
provide affirmative answers to these 
other questions, it would seem wise 
other banks to move slowly in es- 
shing similar plans. Nevertheless, 
Girard’s experience will be watched 
a hope that it will be successful. 
A AA 


ibrary Assistance Program 


uring the past year the library com- 
see of the New York County Lawyers 
ociation set up a project which repre- 
S$ a new service to the Bar. Older 
yers of experience were asked to in- 
ite if, in their spare time, they wished 
make themselves available in the 
ary to take calls from lawyers who 
uired such services as research on a 
ticular point of law, having citations 
eked in briefs, preparing memoranda 
briefs as the situation required. A 
number of men volunteered and were 
screened, and a panel was selected. These 
men are at the Association library dur- 
ing working hours and any member of 
the Bar requiring their services can 
reach them by telephone (CO 17-6646) 
or see them personally at the library 
premises and engage their services. The 
charge for such service is a matter of 
individual agreement, subject only to re- 
view by the library committee if some 
dispute unhappily subsequently arises. 
It is understood that such lawyers as 
have heretofore availed themselves of 
this service have been pleased with the 
results. The service should be particu- 
larly helpful to the single practitioner 
or the small firm already burdened with 
details and pressed for time. 
—Reprinted from The New York Law 
Journal, Oct. 7, 1960. 











SOTHEBY & CO. 


The oldest and largest firm of 
fine art auctioneers in the world, 
announce the publication in 
November of “SOTHEBY’S 
216TH SEASON” which records 
some of the fine works of art, 
many from American collections, 
which contributed high prices to 
the total of 1914 million dollars 
achieved at Sotheby’s during the 
past season. This book, there- 
fore, which contains 145 FULL- 
PAGE BLACK-AND-WHITE 
ILLUSTRATIONS, and 11 IN 
FULL COLOUR, constitutes a 
valuable and unique guide to 
current auction prices in Lon- 
don. It can be ordered now (price 
$4.95) including postage from 
SOTHEBY’s OF LONDON Lip. 717 
FirTH AVENUE, NEw York 22, 
N. Y. 

Sotheby’s representatives are al- 
ways ready to visit any part of 
the United States to advise Trust 
Officers and owners of impor- 
tant property. 























; to the first statewide 
l en ——_ , school — for estates, TRUST 
ever held in ahoma. — 
: — — — _ individuals and DEPARTMENT 
, ersonnel from i 
‘| Oklahoma City, Sapul- corporations. | }EADQUARTERS 
pa, Vinita, Newkirk, Call upon us Phoenix, 
q Bartlesville, Shawnee, : Arizena 
! Muskogee, Ada and for any services 
Tulsa joined in all-day . . 
Sessions at the Uni- needed in Arizona 


versity of Tulsa down- 
town division on three 
Successive Fridays. 
Registration for the conference was 46. 













by your clients gray 
or customers. /£ 


The purpose of the 3-week school was to give bank officers and employees in trust 
work more specialized experience than they could receive elsewhere. It is programmed 
as a 3-year course and next year’s sessions will be held in Oklahoma City. The 
school 1s patterned after the New York and Pennsylvania state trust schools and 
) it is anticipated that the 3-year curriculum will include work in probate administra- 
@ tion, trust administration and investments. 

The course was led by Roy M. Huff (left), vice president and senior trust officer 
of National Bank of Tulsa, and by Robert D. Blinn (right), trust officer, Liberty 
National Bank & Trust Co., Oklahoma City. 
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REVOLUTIONARY STEP IN THE SMALL 
A trust field was announced last 
month by the Girard Trust Corn Ex- 
change Bank of Philadelphia. This de- 
velopment consists in the establishment 
of what is to be known as the Girard 
Personal Retirement Trust. 

Under this plan the bank will accept 
trusts in the amount of $1,000 and 
additions thereto of $100 or multiples 
thereof. The funds will be invested in 
either of two new common trust funds, 
the choice to be made by the settlor. 
One of these common trust funds will 
be a balanced funds and the other will 
consist entirely of common stocks. 

The trusts will be uniform in provid- 
ing that income shall be accumulated 
and not paid over to the settlor; that 
principal remaining in the trust at the 
settlor’s death shall be payable to his 
estate; that the trustee in its discretion 
may pay over income or principal for 
the benefit of a settlor who has been 
declared incompetent; and that the trust 
may be revoked by the settlor at any 
time, 

The only charge the bank will make 
for serving as trustee under trusts of 
this type will be a fee amounting to 50 
cents per $100 per annum, or 14 of 1%. 
It will also furnish necessary income 
tax information for an additional fee to 
be determined, but probably around $5 
a year. 

The trust instrument itself is extreme- 
ly simple, consisting of a one page 
printed form. 

Naturally the first question that arises 
in the mind of a person hearing of this 
plan is, how can the bank afford to 
administer such small trusts for such a 
modest fee and still expect not to lose 
money, much less to make a profit? It 
would seem that a very large amount of 
bookkeeping and other records would 
be required by such a wholesale opera- 
tion of relatively small accounts. The 
bank anticipates that these functions can 
be adequately and speedily handled by 
the various mechanical operations which 
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it has installed. It would seem clear that 
without a machine run operating system 
it would be impossible for such a plan 
to function except at an exorbitant cost. 

What can the Girard expect to gain 
from this Retirement Trust? As I un- 
derstand its thinking, the bank believes 
that definite advantages to it and to the 
people of its area will soon become evi- 
dent. The bank expects to make itself 
known on a still wider scale than here- 
tofore and thereby to develop a quantity 
of now large trust business. Persons 
reading newspaper and other advertise- 
ments cannot fail to be impressed with 
the thought that if people who have 
saved as little as $1,000 need trust serv- 
ice and can get it through a bank, their 
own situations deserve another look with 
a bank as a possible fiduciary. They 
would naturally turn to the Girard for 
information and advice. Participants in 
the plan are bound to become interested 
in the Girard’s banking and other serv- 
ices if they are not so already, and who 
knows which settlors, presently young 
and just getting established, may not 
provide important business for the bank 
as their capital formation grows. 

The Girard’s plan is an attempt to 
answer a problem that has concerned 
many trustmen for a long time, i.e., how 
to bring trust service to the man who 
has too small an amount of savings to 
justify his using any of the more retail 
types of fiduciary accounts. This was 
the goal of the pioneers who started the 
first commingled funds of the late 1920s 
and early 1930s. They believed that 
once an individual had provided himself 
with an adequate savings account and 
sufficient insurance, the banks should 
make available some kind of trust serv- 
ice as the next step in the building and 
management of his estate. These early 
efforis were not successful because of a 
general fear of the consequences of the 
collective investment of any funds, 
which fear derived from some of the 
excesses that were uncovered during the 


GIRARD’S PERSONAL RETIREMENT TRUST 


depression. They were further hindered 
by what was then the attitude of the 
Board of Governors of the Federal Re- 
serve System on the subject. 

The Board then had a horror of trusts 
established pursuant to a form that 
would be identical for all. It felt that 
they could not be considered bona fide. 
In the not too distant past a number of 
trustmen, including the writer, have 
spent a large amount of time trying to 
figure out how to convince the Board 
that bona fides does not stem from the 
form of a trust but from the intent of 
the settlor. The staff of the Board per- 
sisted in feeling that the use of a form 
or even of several alternative forms 
would induce a program of “selling” 
trust service on the same basis as the 
selling of investments though there is no 
true objection to the use of a form in the 
establishment of a trust provided that 
the bank assures itself that the trust is 
being set up for true fiduciary purposes. 
In fact it would be impossible to reach 
the so-called mass market in any other 
way. 

Several special aspects of the Girard 
plan emphasize the importance of a 
bona fide fiduciary purpose in the cre- 
ation of the trust. One of these is the 
requirement that all trusts established 
thereunder must be approved for ac- 
ceptance by the Estate Planning Divi- 
sion at the head office. Thus there will 
be no “selling” of the trusts by tellers 
and others in branches and elsewhere. 
Nobody can participate in the Retire- 
ment Trust unless all the facts and cir- 
cumstances are known to and _ passed 
upon by persons with thorough experi- 
ence in the trust field. Thus every pre- 
caution is being taken to make certain 
that no participant enters into the plant 
under the mistaken belief that he is 
buying shares of stock or the like. to be 
traded in later on at will. 

Another consideration is that the 
trusts are accumulative only and are 
geared to a long range program look- 
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ing to the retirement of the settlor. The 
Girard’s publicity stresses this point al- 
though at the same time it was neces- 
sary that the trusts be made fully re- 
vocable since unforeseeable future cir- 
cumstances might make it essential that 
the settlor recover the fund for immedi- 
ate use. A personal need for capital 
funds could readily arise in a given 
case wholly aside from the problems 
that would be raised by a declaration of 
incompetency, which contingency is 
anticipated in the instrument. 

Also there is a strong probability that 
before long there will be Keogh legisla- 
tion, providing tax benefits for pension 
plans for the self employed. Many of 
the banks throughout the country are 
planning to handle such trusts as soon 
as Congress gives the green light. There 
does not seem to be any material differ- 
ence between the trust service to be af- 
forded to persons of small means un- 
der the Girard plan and that available 
under a Keogh type plan. In fact the 
circumstances would seem to be identi- 
cal except for the fact that contributions 
to the Girard Retirement Trust will be 
after taxes and not tax free. 

It seems obvious that this is not a 
field into which most banks should rush, 
at least until the experience of the Gi- 
rard has indicated that the plan is 
practical. There are obvious questions 
that only time can answer. Can the cost 
of solicitation be kept at a suitably low 
figure in relation to the fees because of 
the volume involved? Will enough 
people prove to be interested in a re- 
tirement plan, over and beyond such 
pension plans in which they already 
participate, which is not tax free? Can 
a low cost of operations be achieved 





NEW TRUST SCHOOL 


Tulsa played host 
October 14, 21 and 28 
to the first statewide 
banking trust school 
ever held in Oklahoma. 
Trust officers and other 
bank personnel from 
Oklahoma City, Sapul- 
pa, Vinita, Newkirk, 
Bartlesville, Shawnee, 
Muskogee, Ada and 
Tulsa joined in all-day 
sessions at the Uni- 
versity of Tulsa down- 
town division on three 
successive Fridays. 
Registration for the conference was 46. 


through the use of machines? Can the 
participants be made to understand that 
the plan does not involve the purchase 
of a security, i.e., will the trusts actually 
prove to be bona fide? Until the Girard 
can provide affirmative answers to these 
and other questions, it would seem wise 
for other banks to move slowly in es- 
tablishing similar plans. Nevertheless, 
the Girard’s experience will be watched 
with a hope that it will be successful. 
A AA 


Library Assistance Program 

During the past year the library com- 
mittee of the New York County Lawyers 
Association set up a project which repre- 
sents a new service to the Bar. Older 
lawyers of experience were asked to in- 
dicate if, in their spare time, they wished 
to make themselves available in the 
library to take calls from lawyers who 
required such services as research on a 
particular point of law, having citations 
checked in briefs, preparing memoranda 
or briefs as the situation required. A 
number of men volunteered and were 
screened, and a panel was selected. These 
men are at the Association library dur- 
ing working hours and any member of 
the Bar requiring their services can 
reach them by telephone (CO 717-6646) 
or see them personally at the library 
premises and engage their services. The 
charge: for such service is a matter of 
individual agreement, subject only to re- 
view by the library committee if some 
dispute unhappily subsequently arises. 
It is understood that such lawyers as 
have heretofore availed themselves of 
this service have been pleased with the 
results, The service should be particu- 
larly helpful to the single practitioner 
or the small firm already burdened with 
details and pressed for time. 

—Reprinted from The New York Law 

Journal, Oct. 7, 1960. 





The purpose of the 3-week school was to give bank officers and employees in trust 
work more specialized experience than they could receive elsewhere. It is programmed 
as a 3-year course and next year’s sessions will be held in Oklahoma City. The 
school is patterned after the New York and Pennsylvania state trust schools and 
it is anticipated that the 3-year curriculum will include work in probate administra- 
tion, trust administration and investments. 

The course was led by Roy M. Huff (left), vice president and senior trust officer 
of National Bank of Tulsa, and by Robert D. Blinn (right), trust officer, Liberty 
National Bank & Trust Co., Oklahoma City. 
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SOTHEBY & CO. 


The oldest and largest firm of 
fine art auctioneers in the world, 
announce the publication in 
November of “SOTHEBY’S 
216TH SEASON” which records 
some of the fine works of art, 
many from American collections, 
which contributed high prices to 
the total of 1914 million dollars 
achieved at Sotheby’s during the 
past season. This book, there- 
fore, which contains 145 FULL- 
PAGE BLACK-AND-WHITE 
ILLUSTRATIONS, and 11 IN 
FULL COLOUR, constitutes a 
valuable and unique guide to 
current auction prices in Lon- 
don. It can be ordered now (price 
$4.95) including postage from 
SOTHEBY’S OF LONDON Lip. 717 


FirTH AVENUE, NEw York 22, 
N. Y. 


Sotheby’s representatives are al- 
ways ready to visit any part of 
the United States to advise Trust 
Officers and owners of impor- 
tant property. 
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Neglected Side of Estate 
Planning* 


It is a practical necessity for an es- 
tate planner or life programmer to sell 
Accident & Sickness Insurance: 


A) To retain clients by serving all 
their personal insurance needs. 


B) To avoid missing many dollars 
from such collateral sales which are 
his for the asking. 


C) For the great advertising value 
inherent in claim frequency. (Who 
doesn’t get excited about receiving 
dollars he does not have to share 
with Uncle Sam?) 


D) For his own morale — seeing 
the products he merchandises at work 
frequently. 


E) To keep his own closing tech- 
niques sharp — he doesn’t ask people 
to sign applications with sufficient 
frequency if he does only life pro- 
gramming or estate planning. 


F) So he won’t have to hide when 
his client is laid up. 


Not only is it extremely practical for 
life agents to sell accident & sickness 
insurance, it is also their responsibility 
to do so. Estate Planning has been de- 
scribed as “The examination of the con- 
dition of being of all of a man’s posses- 
sions.” The process must necessarily 
include an appraisal of what he has ac- 
quired and what is available to him to 
preserve these possessions for the pur- 
poses intended. If Government “E” 
Bonds are earmarked for an educational 
fund, we should not permit a period of 
incapacity for the breadwinner, or the 
serious illness of some other family 
member, to cause this fund to be di- 
verted and exhausted before its intended 
purpose is realized. 


None of us has a client who would 
drive an uninsured car. Their homes 
and furnishings are covered via Fire 
Insurance. Yet these material things can 
all be replaced, as long as one retains 
an earning capacity. The most under- 
evaluated and under-insured asset of 
every household is the earning capacity 
of the breadwinner. Certainly, it is an 
estate planner’s or life programmer’s 
responsibility to see that his clients have 
a reasonable source of tax-free income 
when disabled, and that associated ex- 
penses, to the extent possible, are paid 
with tax-free recoveries obtainable only 
via Accident & Sickness Insurance pol- 
icies. 

*Excerpts from address by Charles Kingston, 
Hartford insurance counselor, before Sept. 27th 


meeting of Connecticut Life Insurance and Trust 
Council. 


Alabama Trust Conference 


Held at Dauphin Island 
The 1960 Fall Conference of the Ala- 


bama Bankers Association Trust Divi- 
sion took place at Dauphin Island Octo- 
ber 6-7. At the first morning session 
the delegates heard Robert D. Thoring- 
ton, Montgomery attorney, on_ the 
“Short Term Trust” and a panel dis. 
cussion of “Successor Trusteeships and 
Executorships.” Panel members were 
Henry A. Leslie, trust officer, Birming- 
ham Trust National Bank, moderaior: 
Colin Campbell, vice president and 
trust officer, First National Bank, Mont- 
gomery; William Cassell Stewart, trust 
officer, First National Bank, Tuscaloosa; 
W. B. Crane, trust officer, American 
National Bank & Trust Co., Mobile. 


The afternoon session included an ad- 
dress on “Proposed Changes in the Tax 
Law as Related to Trusts and Estates” 
by J. Jeptha Hill, Mobile attorney. The 
printed report of the Trust Practices 
Committee, submitted by chairman 
Garet V. Aldridge, trust officer, Mer- 
chants National Bank, Mobile, covered 
two years of study on these subjects: 


1. Amortization procedures for 
premiums and discounts on securities 
owned by trust department fiduciary 
accounts. 


2. Suggested revision of form of 
trust department checks or drafts for 
court accounts to eliminate necessity 
of return of executed voucher. 


3. Casualty insurance coverages 
for trust departments. 


4. Trust instruments, particularly 
corporate trust instruments related to 
municipal operations and construction 
funds. 


At the final session on Friday morn- 
ing Francis Wiatt, trust officer, Mer- 
chants National Bank, Mobile, spoke on 
“Collective Investment Funds under Em- 
ployee Pension and Profit Sharing 
Trusts.” His address was followed by 
a panel discussion of “Handling Busi- 
ness Interests in Trusts.” This panel. 
moderated by M. Graham Musgrove, 
trust officer, First National Bank, Birm- 
ingham, included: J. D. Jolly, vice pres- 
ident and senior trust officer, First Na- 
tional Bank, Montgomery; M. Banister 
Slaughter, senior vice president, Mer- 
chants National Bank, Mobile; and N. 
Q. Adams, assistant vice president and 
trust officer, First National Bank, Mo- 
bile. 


Corley Chapman, vice president and 
trust officer of Troy Bank & Trust Co., 
presided as chairman of the Trust Divi- 
sion. 
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“Locked In”— 
or Out? 


The investor who says, “I am locked in—my profits are 
so large I can't afford to sell and pay the taxes,” will do 
well to take a fresh look. He may be following his 


emotions rather than logic. 


If the stocks that he owns are not the best for his 
purpose, he is locking himself out of the greater benefits 
he could obtain by replacing his present holdings. 


The question of profit-taking is part of a larger 
picture: it involves investment objectives, family, and 
estate considerations. A discussion with the Trust Com- 
pany could “unlock” the situation and lead to profitable 


action. 
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PUBLIC TRUSTEES OF ENGLAND, NEW 
ZEALAND, REPORT GAINS 


Reporting for the fiscal year ended 
March 31, 1960, the Public Trustees of 
both England and New Zealand have 
reported gains in the business of their 
respective offices. 

The number of wills deposited and ad- 
vices of appointment increased to a 
record figure, R. P. Baulkwill, Public 
Trustee of England, stated in his an- 
nual report. The 395 new cases with 
total value of £5,402,256 accepted dur- 
ing the year were 7 more in number and 
£274,406 more in value than in the 
previous* year. The average value of 
trusteeships rose from £11,894 to £16.267 
whereas the average executorship di- 
minished from £12,449 to £11,231. The 
total amount under administration at the 
fiscal year-end was £224,006,828. 


In New Zealand new business of 
£16,410,743 exceeded all previous records, 
Public Trustee George E. Turney ob- 
served. The 11,794 new wills naming the 
Trustee was also an all-time high and 
raised the number of wills held for liv- 
ing persons to 190,258, the highest total 
in the 88 years since the inception of the 
Office. Total value of accounts under ad- 
ministration was £77,046,102 of which 
£22,625,660 was invested in the Common 
Fund. This represented a net increase of 
£257,830 for the Common Fund. 
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Illustration from brochure introducing public to new quarters of Harris Trust & Savings 
Bank, Chicago. Text comments, “These buildings have a symbolic significance. We like to 
think that our new 23-story addition represents a bright new concept of banking service, 
while our long-established home stands for those traditions which have made that concept 





possible.” 





Harris Trust Merges, Opens 
New Building 

Merger of Harris Trust and Savings 
Bank with Chicago National Bank be- 
came effective on October 24 and was 
celebrated by the official opening of the 
bank’s new building. The new 23-story 
structure — five years in planning and 
three years in building — has been fully 
integrated with the former Harris Trust 
office, now completely modernized. The 


The individual, his attorney 
and an experienced trust officer 
must work together to establish 
and operate a truly successful 


Estate 
planning 
takes 
three... 


estate plan. 

It is a complex job requiring 
seasoned professional skill with 
investments, taxes and trust 
arrangements. For top-calibre 
help in drawing up a practica- 
ble estate plan to fit your long- 
range goals, you can count on 
the long experience of our offi- 
cers and the extensive facilities 
of our Trust Department. 


GRACE NATIONAL BANK 


Digby 4-1200 


OF NEW YORK 
7 Hanover Square, New York 15 


Correspondent Banks in Principal Cities of the World 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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combined staff — 1,300 Harris employ- 
ees and 400 former Chicago National 
employees — are now working together 
in the new quarters. 

The bank occupies the first nine floors, 
part of the 10th, the 23rd, and three 
levels below the street. All other space 
has been fully leased. The trust depart- 
ment of the merged institution will con- 
tinue under the leadership of senior vice 
president William O. Heath. Tthe de- 
partment has over 260 employees and 
eight adminstrative divisions with a full 
range of services to corporations and 
individuals. It occupies the 5th floor and 
part of the 6th. The trust department 
received a double page spread in the 
colorful brochure of the building issued 
for customers and friends. 

On the second floor, reached by an 
escalator, is the Women’s Division, and 
the 23rd floor includes the directors’ 
room and a guest customer dining room 
centered on two courtyards with foun- 
tains. The 8th floor is designed especially 





Trust operations cages on 6th floor of new 

quarters of Harris Trust & Savings Bank, 

Chicago. Wall to wall carpeting extends 
inside cages. 


for employees. It has a dining room, an 
auditorium seating 200 for departmental 
meetings, and smaller training rooms for 
instruction and discussion. Among the 
security features of the new building is 
a battery of closed circuit TV screens en- 
abling guards to watch several areas 
of the bank from a single control cen- 
ter. 
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NEW YORK TRUST ACTIVITIES REVIEWED 


HE FOURTEENTH ANNUAL CONFER- 
, of the New York State Bankers 
Association Trust Division on October 
20-21 at the Manger Dewitt Clinton Ho- 
tel in Albany brought 292 registrants 
together for a report of the past year’s 
activities and a preview of goals over 
the coming twelve months. 

Direction of the Division’s affairs 
will rest with these officers: Chairman, 
William B. Ogden, III, vice president 
and trust officer, Merchants National 
Bank and Trust Co., Syracuse; Vice 
Chairman, William H. Gambrell, vice 
president, Chemical Bank New York 
Trust Co., New York. New members of 
the executive committee to serve terms 
of three years are: Arnold W. Hanson, 
vice president and trust officer, Bank of 
Jamestown, Jamestown; Henri Z. Lake, 
vice president, Manufacturers Trust Co., 
New York; Eugene H. Morrison, vice 
president and trust officer, Orange 
County Trust Co., Middletown. 

Chairman Robert M. Lovell, senior 
vice president, The Hanover Bank, New 
York, introduced President Albert C. 
Simmonds, Jr. of the parent Associa- 
tion, chairman of The Bank of New 
York, who praised the activities of the 
Division in extending the scope and 
effectiveness of fiduciary services in 
New York. The future of the trust busi- 
ness is bright, he said, with the expec- 
tation that fiduciary institutions in this 
district will register a 50% gain in in- 
come over the decade of the ’60s. The 
profession must, however, remain alert 
to changing conditions and needs of the 
public so that business will not be di- 
verted to other channels through fail- 
ure to secure any necessary regulatory 
authorization to act. 


Chairman Lovell reported regional 
meetings during the past year in seven 
banking districts and noted that plans 
are under way for a joint meeting of 


Groups 7 and 8 in the Spring of 1961. 
Pp £ 


More Investment Freedom Sought 

In keeping with the importance to 
New York State fiduciaries of liberaliza- 
tion of the existing statute on trustee in- 
vestments, a panel discussion featured 
the opening session, under the direction 
of Chairman Lovell, assisted by Mr. Og- 
den, Charles M. Bliss, executive vice 
president, The Bank of New York, and 
Edward J. Veitch, vice president, Irv- 
ing Trust Co. Since the fa‘lure of the 
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Legislature to enact a Full Prudent Man 
Law early in 1960, a great deal of effort 
on the part of Division officers and 
members has been devoted to sounding 
out majority sentiment on what steps 
should be taken when it again con- 
venes after the turn of the year. The 
panelists spelled out chronologically the 
various conferences and_ discussions 
with interested parties, the results of 
which will guide the Division’s efforts 
in coming months. Although the ulti- 
mate objective of 100% Prudent Man 
Rule appears unattainable currently, the 
panelists expressed themselves hopeful 
of obtaining some significant modifica- 
tion of the present 35% limitation in 
the 1961 session. 


Committee Reports 


Trust OPERATIONS: Fred G. O. Wer- 
net, vice president, The Hanover Bank. 
Two sections for the Operations Man- 
ual were prepared on Check Lists for 
Estate Administration and opening and 
closing of Personal Trust Accounts, as 
well as a System of Filing. A sub-com- 
mittee completed a schedule for reten- 
tion of personal trust records which 
was approved by the regulatory author- 
ities. The seventh survey of trust opera- 
tions for 1959 covering 121 banks was 
completed in midyear in conjunction 
with the Federal Reserve Bank. 

Common Trust Funps: Howard C. 
Judd, vice president, Morgan Guaranty 
Trust Co. of New York. Close coopera- 
tion with the like ABA Trust Division 


committee has been maintained with a 
view to complete removal of the parti- 
cipation limitation in common trust 
funds. The formal presentation is under 
study by the Federal Reserve staff in 
Washington. The Board has also indi- 
cated receptiveness to permitting chari- 
table agency accounts to participate in 
common funds, subject to approval of 
the Internal Revenue and_ necessary 
change in the Code. A new list of court 
accounting costs was also prepared cov- 
ering common trust funds. 

BANK Fipuciary Funp: Charles E. 
Treman, Jr., president, Tompkins Coun- 
ty Trust Co., Ithaca. While no new 
stockholders have been added since Oc- 
tober 1959, net additions have brought 
the Fund to slightly above $9 million 
based upon an informal valuation at 
October 14th, or nearly $1 million more 
than at October 31, 1959. New institu- 
tions due to enter at the end of October 
will raise the number of participating 
banks to 52 and Fund assets to approxi- 
mately $9,350,000. Annual dividends 
have risen each year since formation, 
with an advance of 31.5°7 over the five 
year period, and while this trend can- 
not continue indefinitely, there is good 
reason to expect a total for the fiscal 
year of around $4.20 per share. 

The Fund has evidenced strong re- 
sistance to market fluctuations with an 
informal October 14th appraisal of 
$109.83 per share vs. $109.74 on July 
31st, despite lower stock levels in the 
interim. Investment policy remains un- 





OFFICERS OF TRUST DIVISION, NEW YORK STATE BANKERS ASSOCIATION: 


Albert L. Muench, executive vice president of Association; past chairman Robert M. 


Lovell, senior vice president, The Hanover Bank, New York; 


chairman William B. 


Ogden, III, vice president and trust officer, Merchants National Bank and Trust Co., Syra- 
cuse; and vice chairman William H. Gambrell, vice president, Chemical Bank New York 


Trust Co., New York. 
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altered with a breakdown as of Septem- 
ber 28th indicating 33.11% in equities. 
The present portfolio consists of 46 
bonds and 58 common stocks. Opera- 
ting expenses and taxes continue mod- 
est. Average bank participation based 
on cost as of July 29th was $176,540 vs. 
$165.469 at October 31, 1959, with 11 
banks holding participations of more 
than $250,000 each. 


EmpLoyeEs BENEFIT Funp: William 
F. Lackman, vice president, Morgan 
Guaranty Trust Co. of New York. While 
no important bills were submitted to 
the Legislature, continuing surveillance 
over attempts of insurance companies to 
enter the pension fund field in line with 
the trust concept was maintained. The 
trust company attitude is that they 
should not have trust powers without 
like accountability for any improper 
acts. Thus far enabling legislation per- 
mitting insurance handling of pension 
funds on a segregated basis in Connecti- 
cut and Massachusetts has been thwart- 
ed by technicalities. Committee efforts 
to have the jurisdictions of the Banking 
and Insurance Departments clarified 
relative to the employee welfare fund 
law have continued. 


Trust DEVELOPMENT: Thomas W. 
Heslin, vice president, Manufacturers 
Trust Co., New York. The trust new 
business school had registration of 33 
students, of whom 26 came from New 
York State, four from Canada and one 
each from Massachusetts, New Jersey 
and Pennsylvania, for its seventh an- 
nual session at New York University. 
The one week course has proven valu- 
able in inculcating the principles of 
trust selling and the Program will be 
continued. Certificates of completion 
were awarded to the graduates in the 
audience. 


Trust AND Estate Law: Edward J. 
Veitch, vice president, Irving Trust Co., 
New York. Although the Committee re- 
frained from active sponsorship of other 
laws in order that maximum effort could 
be concentrated on the Prudent Man 
proposal, the group did consider a 
number of items. 

The Committee took no action by way 
of endorsement of the new Section 47-f 
of the Decedent Estate Law which au- 
thorizes the pouring of insurance pro- 
ceeds directly into a testamentary trust. 
A bill which would have permitted the 
usual type of pour-over from a will to 
an existing living trust, even though re- 
vocable and actually amended after exe- 
cution of the will, failed to be reported. 
The Committee had approved the bill 
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only if it were amended to require that 
subsequent modification of the trust 
agreement be witnessed by two persons. 
There is a growing disposition in the 
group that a sound pour-over statute 
would be desirable but no official re- 
commendation of such legislation will 


be made in 1961. 


A bill to clarify the compensation of 
the committee of an incompetent’s prop- 
erty was not passed because of the con- 
templated over-all revision of the Civil 
Practice Act of which the present pro- 
vision is a part. The Committee is work- 
ing toward that end. Another measure 
that failed was a periodic accountings 
bill to which the Committee filed a 
memorandum in opposition. 

Several amendments of a technical 
nature brought various statutes into line 
with the 1958-9 revisions of the rules 
against perpetuities and accumulations. 
The Committee is considering two pro- 
posals for the 1961 session: one, exten- 
sion beyond April 1961 of the period 
within which the terms of whole or par- 
ticipated mortgages held in fiduciary ac- 
counts may be extended; the other, 
changing the governing date for valua- 
tion of principal in computing the an- 
nual trustee’s fee from the end of the 
period to the beginning, as a matter 
of administrative convenience. 


ADMINISTRATIVE TRAINING: Lester E. 
Lamb, vice president, The Hanover 
Bank, New York. As announced at the 
1959 meeting, the 1960 one week ses- 
sion at Rensselaer Polytechnic Institute 
was devoted to Trust Administration, 
Estate Administration having been cov- 
ered in the initial program. The 39 stu- 
dents (vs. 30 in 1959) were exposed to 
a concentrated course which embraced 
practically all phases of administrative 
procedure. It is intended to continue 
operation of the school for as long as 
its services prove helpful, a prospect 
which indicates still some years of ex- 
istence, Certificates of completion of the 
course were presented to those gradu- 
ates present at the conference. 


Trust Services Must Be Sold 


The fact that trustee services and life 
insurance are the two greatest businesses 
in the United States does not preclude 
the need to sell them aggressively. The 
growth of mutual investment companies 
in recent years has outstripped that of 
the trust business, even though the ac- 
quisition cost of the former is higher, 
according to A. M. McNickle, vice pres- 
ident, Pittsburgh National Bank. Every- 
thing about the trust business has to be 


sold through constant, patient cultiva- 
tion of prospects, hence understanding 
of selling principles must underlie trust 
personnel approach, with especial em- 
phasis upon those whose primary func- 
tion it is to develop new business. 


Mr. MeNickle said that the rules for 
sound selling are few and simple, yet 
often ignored or overlooked. Basic are 
knowledge of the product and belief in 
it, enthusiasm and the ability to tell the 
story in terms understandable by the 
prospect, all of which should be corre- 
lated with the immutable buyer motiva- 
tions of fear of loss, desire for gain and 
love and affection. He likewise cited the 
fatal mistakes of talking too much or 
argument with the buyer, who should be 
encouraged to restate or “play back” to 
the seller the reasons for buying the 
product or service. 


As an example of the unchanging mo- 
tivations in selling, Mr. McNickle quot- 
ed at length from Mark Antony’s famous 
speech over Caesar’s body in Shakes- 
peare’s “Julius Caesar” and illustrated 
how he employed these motivations to 
bend the mob to his will. 


Tax Reform Sorely Needed 


Roswell Magill, widely known tax 
specialis:, partner of Cravath, Swaine & 
Moore. New York, and chairman of Tax 
Foundation, Inc., told of the need for 
downward revision of present punitive 
and confiscatory income tax brackets, 
with suggested substitution of, perhaps, 
some form of manufacturers’ excise tax 
at the source. Mr. Magill noted the nat- 
ural reluctance of the Treasury to per- 
mit loss of revenue as a continuing bar- 
rier to changes because pressure for in- 
come never seems to relax long enough 
to encourage such steps. The eternal 
search for tax sources also accounts for 
the majority of discrepancies in the tax 
laws and the so-called “loopholes” 
which non-favored groups allege due to 
favoritism. 


The speaker expressed hope that the 
spending proclivities of both major par- 
ties would not be too excessive and re- 
sult either in further dollar depreciation 
or reduction in the volume of personal 
discretionary spending, already sadly 
depleted by high tax brackets. Reform 
is long overdue in this area and, while 
the House Ways and Means Committee, 
the fount of all tax measures, has on 
file an extensive study of suggested tax 
reform, it has apparently felt that the 
time is not yet ripe to undertake a full- 
scale revamping. 
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responsibility 


The acceptance of an appointment as an executor and trustee carries 


with it many duties and responsibilities. Many individuals with 
their attorneys and accountants have found it advantageous to discuss 


THE 
the complexities of estate and trust management with the officers of 


the Personal Trust Department of The Chase Manhattan Bank. CHASE 
Why don’t you talk to the people at Chase Manhattan? M ANHATTAN 
BANK 


CHARTERED 1799 
Head Office: New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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Net sales $197,490,831 
Income before taxes $13,638,356 
Net income $6,690,356 
Per share $2.90 
Dividends $4,620,700 
Per share $2.00 

Depreciation and 
amortization $6,959,971 
Per share $3.01 


Expenditures for plant 
and equipment $8,764,000 


Working capital $59,721,934 
Current ratio 4.97 tol 
Shareholders’equity $92,846,742 
Per share $40.18 


Number of shareholders 20,969 
Number of employees 6,151 
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THE GLIDDEN COMPANY 


creating profit opportunities for business and industry with 
PAINTS - FOODS - CHEMICALS 
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You are invited to write 


a copy of The Glidden 


Company 1960 Annual Report 
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The Glidden Company 
Union Commerce Building 
Cleveland 14, Ohio 
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A Droppine Stock MARKET 


From July 11, the Dow-Jones aver- 
ages declined roughly 9% to the lows 
of around 570 at the end of September. 
Since then, a rally on decreased vol- 
ume recovered a portion of these paper 
losses; we believe this recovery will 
prove to be abortive. But, being a 
rather inflexible index of non-blue chip 
common stock prices, the D-J industrial 
averages do not tell the complete story 
of the recent drop in prices. In certain 
industries, such as oil and non-ferrous 
metals, private bear markets have con- 
tinuously pared prices since late 1956. 
Oil stocks, as a group, therefore resisted 
the September decline. In other indus- 
tries, such as replacement tires and spe- 
cialty steels, severe unofficial price cut- 
ting has led to drops of 50% or more 
in certain representative issues, most 
during the past year. 

Despite undeniable evidence of the 
current recession, which in all proba- 
bility began as far back as last January, 
the presidential election year has led to 
a soft-pedaling of unpleasant facts. For- 
tunately for politicians and businessmen 
alike, the current economic down- 
draught has thus far been considerably 
milder than the one experienced in 
1957-58. A strong spot, for example, 
has been August construction contract 
awards. Perhaps one reason for this 
mixed picture is that the present eco- 
nomic dilemma was not preceded by 
phases of excessive capital goods spend- 
ing and consumer installment credit 
purchases of automobiles, such as oc- 
curred prior to the 1957 collapse. The 
prior recession, from January 1957 to 
May 1958, was a sixteen-month setback 
spurred on by heavy and sometimes un- 
warranted inventory liquidation. In our 
present recession, inventory liquidation 
probably started no earlier than May 
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and has been quite orderly and re- 
strained to date. 


While it is still too early to deter- 
mine the extent of inventory liquidation 
which must occur, there are two distinct 
theories: first, the current setback has 
been mitigated by sensible levels of 
capital goods spending and healthy eco- 
nomic conditions for export trade (viz, 
the strong economies in Western Europe 
and Japan). Therefore, this current set- 
back could be relatively mild and brief. 
Furthermore, since the stock market has 
already had some correciion, and the 
government is now taking steps to ease 
money and increase public and defense 
expenditures, there is no cause for 
alarm. A second theory can be advanced 
which differs radically from the first: 
namely, that widespread overcapacity to 
produce goods, coupled with high in- 
ventories of such important retail items 
as new automobiles, invalidates hope 
for an early recovery to efficient use of 
our productive capacities. New car in- 
ventories, including unsold 1960 models, 
now stand over 40% higher than a 
year ago. The steel industry is opera- 
ting around 54% of capacity with actual 
consumption not supporting a_ rate 
above 70% during a period of heavy 
seasonal consumption. It may also be 
argued that the U. S. economy is in a 
far weaker competitive position vis-a-vis 
foreign manufacturers to win foreign 
markets than we could even imagine 
during the 1958 recession. In short, the 
very mildness of this recession thus far 
may only indicate that the eye of the 
storm has not yet arrived over Wall 
Street. And this second theory, bitter 
and irrefutable as it may prove, cer- 
tainly counsels a cautious attitude to- 
ward new equity commitments, coupled 
with stress upon careful selection. 


F. S. MOSELEY & CO. 


MIxED PROSPECTS FOR INDUSTRY 


The business picture, as revealed by 
published statistics, is disappointing but 
not yet generally poor. Steel is the out- 
standing sore spot, but industry sources 
are showing some optimism over future 
prospects although current earnings re- 
ports convey the distinct impression 
that many dividend rates will be cut 
early next year if there is not sharp im- 
provement pretty soon. We were derided 
for predicting in August that steel pro- 
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duction would average around 55% of 
capacity for the second half of this year. 
We are inclined now to agree with in- 
dustry expectations of recovery to 
around 65% for the first half of 1961, 
but with a wage increase scheduled 
December Ist and the virtual impossi- 
bility of raising steel prices, the steel 
stocks still look like a good group to 
sell. 


One finds that the aluminums, chem- 
icals, and papers present the same gen- 
eral appearance: a cost-price squeeze 
with already inadequate earnings, but 
in these industries the additional pros- 
pect of a further fall in demand. Build- 
ing industry statistics are surprisingly 
poor in the housing sector, and current 
capital spending, already well below 
1957 peaks, is in a downtrend. The auto- 
on the other hand, 
looks distinctly better than the capital 
goods industries. This has been a good 
year and current sales figures do not 
show any real weakening of demand. 
Detroit always produces more cars than 
its dealers can sell, however, and one 
can imagine the still unsold 1960’s may 
limit dealer credit and buying power 
next spring; but this is again conjec- 
ture. As we turn away from capital 
goods, the picture is brightening _per- 
ceptibly. 


mobile business, 


It is a fact that one out of eight 
people gainfully employed is working 
for the government, that government 
business accounts for around a fifth of 
the gross national product, and that 
government spending and employment 
policies may be expected to offset rather 
than follow a decline in business activ- 
ity. Add to this a very high prevailing 
wage scale and moderately stable em- 
ployment, and the resulting picture 
augurs well for consumer income and 
by inference for those concerns whose 
business is with consumers. 

These tendencies have been reflected 
in recent months in a steady switching 
of investment funds out of heavy in- 
dustries into tobaccos, retailing, amuse- 
ment, and food processing companies. 
How long this transfer of funds will 
continue is difficult to forecast, but it 
seems likely that investment money on 
a large scale will not flow into heavy 
industry equities again until these com- 
panies are able to show they have profit 
margins under control and can offer 
shareholders a reasonable and secure 
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h. J. Reynolds 


Tobacco Company 





Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 











QUARTERLY DIVIDEND 


A quarterly dividend of 65c 
per share has been declared 
on the Common Stock of the 
Company, payable December 
5, 1960 to stockholders of rec- 
ord at the close of business 
November 15, 1960. 
WILLIAM R. LYBROOK, 
Secretary 
Winston-Salem, N. C 
October 13. 1960 


Sixty Consecutive Years of 
Cash Dividend Payments - 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 


4.08% SERIES 
Dividend No. 43 
25/2 cents per share; 


4.24% SERIES 
Dividend No. 20 
26/2 cents per share; 


4.78% SERIES 
Dividend No. 12 
297/, cents per share; 


4.88% SERIES 
Dividend No. 52 
30/2 cents per share. 


The above dividends are pay- 
able November 30, 1960, to 
stockholders of record No- 
vember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, No- 
vember 30. 


P.C. HALE, Treasurer 


October 20, 1960 


yield, with prospects for enhancement. 
Such is hardly the case at present. 


It is in this context, we believe, that 
one should weigh the common notion 
that inflationary government policies 
are good for all common stocks. We 
envisage the goal of Mr. Kennedy’s ad- 
visers to be a society in which there is 
full employment and in which corporate 
profits and balanced budgets are of only 
secondary concern, The early results of 
such a philosophy would be to encour- 
age foreign speculation against our cur- 
rency. The statistical position of gold is 
now such that an early embargo may 
have to be placed on foreign withdraw- 
als to prevent a serious run on the dol- 
lar. Such a move would, of course, in- 
crease rather than decrease the upward 
pressure on the dollar price of gold out- 
side the U. S. and virtually assure ulti- 
mate devaluation of our currency. It 
does not follow, however, that it would 
have any immediate effect on prices or 
general business at home. Similarly un- 
balanced budgets, when combined with 
higher corporate taxes, would probably 
only result in preventing a serious de- 
cline in consumer income and would not 
be expected to produce much direct eco- 
nomic stimulus outside of those national 
defense areas which would be the di- 
rect recipients of major new government 
spending. 

From this rather involved reasoning, 
then, we can add to our defensive list 
foreign gold producers (our favorite is 
Kerr Addison in Canada) and aircraft 
companies, but we still find no reason 
for not selling the steels, aluminums, 
coppers, papers, chemicals and_ other 
cyclical groups vulnerable to cost-push 
inflation. 


As to the bond market, we have no 
opinion other than a continuing disbe- 
lief that the government can do very 
much to lower interest rates during the 
next few months. The country is al- 
ready in debt publicly and privately to 
the tune of over a trillion dollars and 
money is tight. Even after embargoing 
foreign gold withdrawals the govern- 
ment would have a hard time following 
an all out easy money policy, and with- 
out such an embargo it would, in our 
opinion, be impossible. For bonds, 
either short term treasuries or high- 
coupon municipals would be our choice 
and, best of all for those with imagina- 
tion, British 244% Consols currently 
yielding 5.5%. The risk of dollar deval- 
uation is now clearly greater than that 
of sterling. 


(Continued on page 1056) 








Uniteo States Lines 


Cc OMPANY 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable December 9, 
1960, to holders of Common Stock of 
record November 18, 1960. 


THOMAS R. CAMPBELL, Secretary 
One Broadway, New York 4, N. Y. 














Air REDUCTION 


Company, Incorporated 


174%” CONSECUTIVE 
wea) SS 
COMMON STOCK DIVIDEND 


The Board of Directors has de- 
clared a regular quarterly divi- 
dend of 62!4¢ per share on the 
Common Stock of the Company, 
payable on December 5, 1960, to 
holders of record on November 
18, 1960. 


Oct. 26, 1960. 


T. S. O'BRIEN, Secretary 














COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on October 12, 1960, 
declared a regular quarterly divi- 
dend of twenty-four cents (24c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able November 30, 1960, to stock- 
holders of record October 31, 1960. 


LERoyY J. SCHEUERMAN 

Secretary 

CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 

















National 
Distillers 
and 
Chemical 
Corporation 


DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
30¢ per share on the outstand- 
ing Common Stock, payable on 
December 1, 1960, to stockholders 
of record on November 10, 1960. 
The transfer books will not close. 
PAUL C. JAMESON 
October 27, 1940. Treasurer 
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Take your choice of Reprints from 


1960 Seminar 





TRUST INVESTMENT 
COUNCIL 


Some of the leading personalities in the banking 
and investment fields spoke freely and off the 
record at the Studley, Shupert Trust Investment 
Council 1960 Seminar held on October 13 and 14. 
A cross section of their material that was not off 
the record has been reprinted by multilith under 
the titles in the coupon below. 

We consider these papers—despite their lack 
of the authors’ penetrating off-the-record opinions 
—a valuable addition to any Community Bank 
Trust Officer’s reference library. 

Consequently, the limited number of copies avail- 
able are being offered to non-Council Members on 


a “first-come, first-served basis,’’ and at no cost. 

If you would like any or all of these—without 
obligation on your part—check the coupon and 
mail it today. We will try to fill your request. 

Also, if you would like information on Studley, 
Shupert Trust Investment Council Membership, 
we will be happy to send you details. As you may 
know, the Council consists of a growing group of 
progressive Community Banks who depend upon 
Council Headquarters and its staff of trust-minded 
specialists for a steady flow of trust investment 
data and aids, and effective help with their indi- 
vidual account problems. 


The Studley, Shupert Trust Investment Council 


STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL 


1617 Pennsylvania Boulevard, Philadelphia 3, Pa. /155 Berkeley Street, Boston 16, Mass. 














- 
| | 
| STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL, 1617 Pennsylvania Blvd., Philadelphia 3, Pa. 

| 
| Please send me the following 1960 Seminar material. (Check your choice.) 
| 
| DO’S AND DON’TS IN INVESTING TRUST FUNDS by FEDERAL AGENCY BONDS FOR TRUST INVEST- | 
| Wayne R. Bennett, Vice President, Continental MENT by G. Budd Heisler, Vice President, | 
l — National Bank and Trust Company of Central-Penn National Bank. | 
| hicago. ‘ : BASIC PHILOSOPHY GOVERNING BANK PORTFOLIO | 
| [J CHANGING RELATIVE VALUES BY INDUSTRY by MANAGEMENT by Reese D. Jones, Investment | 

_ John M. Birmingham, Jr., Vice _President- Officer, Studley, Shupert & Co., Inc. | 
| Investment Research, Wellington Management | 
| Company. SIGNIFICANCE AND USE OF ANALYTICAL REVIEWS 
| GROWTH CAPABILITIES OF INSURANCE STOCKS by Edna M. Thompson, Investment Officer, | 
| by John D. Britton, Partner, Conning & Co. Girard Trust Corn Exchange Bank. | 
| PREVENTIVE MEDICINE FOR FAMILY BUSINESS PREFERRED STOCKS——SEPARATING THE SHEEP | 
| INTERESTS by H. Townsend Bongardt, Vice FROM THE GoATs by Richard B. Willis, Assistant 
| President, Studley, Shupert & Co., Inc. — Beery ee Provident Tradesmens Bank 
| IMPACT OF THE TECHNOLOGICAL REVOLUTION ON = a Capen. | 
| TRUST INVESTMENTS by Dr. Julius Grodinsky, AN APPROACH TO EVALUATING THE MANAGEMENT | 
| Professor of Finance, University of Pennsyl- OF A PROFIT-MAKING ENTERPRISE by Robert E. 

y ‘ | 
| vania. Worden, Partner, Worden & Risberg. 
| 
| INFORMATION ABOUT STUDLEY, SHUPERT TRUST INVESTMENT COUNCIL MEMBERSHIP | 
l | 
| 
| NAME TITLE : 
| 

| 

| BANK | 

s | | 
| CITY and ZONE STATE | 
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UNSETTLED ELECTION BACKGROUND 


To observers of political contests over 
the years, the 1960 presidential race, 
despite its importance, seemed devoid of 
an indefinable something which might 
be called color or a sense of urgency. 
The candidates did not lack in person- 
ality or exposure to the electorate; on 
the contrary, the miracles of modern 
transportation and communication are 
probably more to blame than otherwise 
for what might be termed “overexpos- 
ure.” In essence, it seems that many 
vital issues were either avoided or given 
summary treatment. Fiscal matters were 
practically ignored, save for generali- 
ties which promised responsibility for 
all needs of whatever nature without 
raising taxes and with the already-em- 
battled dollar to be kept unscathed. Fi- 
nally, the widely-heralded “debates” 
turned out to be anything but informa- 
tive in their verbosity and _ statistic- 
laden content. 

Politicians dearly love prosperity as 
a background to electioneering because 
they can usually point with pride to 
some facet of accomplishment by their 
party. There were few reasons during 
September and October to shout about 
prosperity and both sides preferred to 
ignore the dull thud of falling stock 
prices as the campaign progressed. Al- 
though disposable personal incomes held 
firm, consumers were less eager to in- 
crease debt and were saving larger por- 
tions of their pay envelopes. Demand 
for durables was consequently easing 
and inventory adjustment downward 
continued, although in orderly fashion. 
Steel, always an industrial bellwether, 
once more failed to rise to its expected 
cue of higher operations in October, 
dampening sentiment still further. 

While political arguments remained 
tepid, the economist-soothsayers were 
blowing up a minor storm of their own 
over the current state of business and 
the outlook for the fourth quarter and 
1961. In September, Secretary of the 
Treasury Anderson, always respected 
for his candor, bravely asserted that ad- 
justments were largely completed and 
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near-term business prospects slated for 
improvement, a minority opinion if 
there ever was one, and not shared even 
by most Washington observers who re- 
portedly expressed convictions of de- 
clining indices through at least the first 
half of 1961. Mr. Anderson has since 
reafirmed his stand, which is echoed in 
substance by the President’s close ad- 
visor, Raymond Saulnier. Dr. Marcus 
Nadler of New York University Gradu- 
ate School of Business is likewise on the 
optimistic side. 

Dr. John Lintmer, professor of busi- 
ness administration at Harvard, how- 
ever, told the American Bankers Associ- 
ation Mortgage Workshop at its late 
October meeting in Boston that a gen- 
eral business recession of substantial 
proportions is in the making, with its 
major impact to be felt after the turn 
of the year. His thesis is primarily based 
upon projected declines in plant and 
equipment capital spending, demand for 
consumer durable goods and still con- 
tinuing reduction in inventories. The 
downward pace should, however, be 
milder than in 1957-58, he says com- 
fortingly. 

Swinging back toward the plus side 
is a recent survey of 173 manufacturing 
companies conducted by the National 
Industrial Conference Board which an- 
ticipates first half 1961 new orders, bill- 
ings and profits higher than the first 
half of 1960. The evidence of optimism 
is here more marked than when a simi- 
lar check was made in the also doubt- 
ridden autumn of 1957. 

Certain it is that there is nothing now 
visible on the horizon to turn things 
around in a hurry and provide a strong 
stimulus in the other direction. Mean- 
time, it is only normal to expect fluc- 
tuations and, while extremes of de- 
pression are to be avoided, periods of 
adjustment hardly call for massive gov- 
ernment intervention. * 


COLLEGE ENDOWMENTS 
CONTINUE STOCK-MINDED 


A recent study of 47 college and uni- 
versity endowment funds at the close of 





the last scholastic year evidences con- 
tinuation of the time-tested theory of 
balanced investment policies which per- 
mit management flexibility in accord- 
ance with shifting economic tides. These 
endowments range from a few quite 
modest funds with less than $10 million 
market valuation at June 30th last to 
those of the largest institutions, with 
Harvard University leading the list at 
$625 million. This compilation was pre- 
pared by the Boston management firm 
of Vance, Sanders & Co. 

Total assets at market amount to $3.3 
billion and on a straight arithmetic 
average basis are composed as follows: 
bonds and cash — 33.6%; preferred 
stocks—3.2% ; common stocks—53.6% ; 
real estate, mortgages, etc. — 9.6%. 
While these figures are not startlingly 
different from surveys of prior years so 
far as bonds and common stocks are 
concerned, they indicate a lack of in- 
terest in preferred stocks and the grow- 
ing awareness of the attractions of cer- 
tain types of mortgage investment. (It 
should be noted, however, that invest- 
ment in college plant is included in this 
category if income-producing. ) 

Breaking down the endowments by 
size, 29 have less than $50 million in 
assets; nine fall into the $50-$100 mil- 
lion bracket and another nine hold in 
excess of $100 million, namely; Cali- 
fornia, Chicago, Cornell, Harvard, Johns 
Hopkins, MIT, Northwestern, Princeton 
and Yale. 

Except for Queen’s University, a 
Canadian institution (23.8), the low- 
est common stock investment ratio is 
that of Tulane, with 39.5%. while the 
highest is Lehigh, at 76.4%. Examining 
the stock ratios of the two largest groups 
of nine each, it appears that the funds 
with more than $100 million have been 
more inclined to reduce equity exposure, 
reporting 51.8% of their $2 billion as- 
sets so invested, against 56.5% of the 
$662.5 million in the $50-$100 million 


group. 
GoLp SHOALS AHEAD? 


The late October speculative flurry in 
the London gold market was unusually 
frenetic, leaving in its wake some badly 
wounded participants. Some observers 
maintained that the sharp rise was due 
to a temporary imbalance in supply and 
demand, rather than to a flight from 
the dollar, citing the lack of weakness 
in Government securities in the New 
York market. It once more pointed out, 
however, that the United States cannot 
conduct its affairs to suit its own con- 
venience but must convince the world 
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of our determination and ability to 
maintain the value of the dollar. The 
gold problem will continue to demand 
both discretion and boldness from the 
new administration and monetary au- 
thorities. 

With short-term foreign claims out- 
standing of some $21.8 billion, about 
half in Government obligations, and 
with interest rates abroad uniformly 
higher than in this country, the Federal 
Reserve must gauge very carefully the 
effect of its actions upon the domestic 
economy and our gold reserve. In the 
ten months of this year, more than $1 
billion of our gold stock has gone 


abroad, of which $900 million has de- 


parted since midyear. Although some 
$18.4 billion remained at’ the end of 
October, it is obvious that such a rate 
of erosion cannot continue without forc- 
ing some hard decisions which could be 
disruptive of world confidence and in- 
ternational trade flows. 

Dollar devaluation would accomplish 
nothing because other currencies would 
likewise be forced to respond in like 
degree in self-defense. The entire situa- 
tion, however, once more underlines the 
necessity of pursuing policies which will 
keep the United States competitive in 
world trade and still preserve the spirit 
of international monetary cooperation 
in effect since the war. 





DIVERSIFICATION OF COLLEGE ENDOWMENT FUNDS* 
(as of June 30, 1960, except Lafayette College, Aug. 31, 1960) 


TOTAL 
AMHERST COLLEGE $ 64,552,839 
BARNARD COLLEGE 12,561,317 
BATES COLLEGE 5,013,570 
BROWN UNIVERSITY 42 372,808 
CALIFORNIA INSTITUTE OF TECHNOLOGY 80,913,000 
CALIFORNIA, UNIVERSITY OF 129,729,000 
CARLETON COLLEGE 15,461,518 
CASE INSTITUTE OF TECHNOLOGY 23 ,278, 992 
CATHOLIC UNIVERSITY OF AMERICA 8,966,143 
CHICAGO, UNIVERSITY OF 189,630,000 
CLARK UNIVERSITY 9,780,767 
COLBY COLLEGE 8,747,509 
CORNELL UNIVERSITY 126,489,564 
HARVARD UNIVERSITY 625,102,795 
JOHNS HOPKINS UNIVERSITY 114,358,470 
LAFAYETTE COLLEGE 23,180,967 
LEHIGH UNIVERSITY 25,830,276 
MASS. INSTITUTE OF TECHNOLOGY 193,409,816 
MICHIGAN, UNIVERSITY OF 36,577,051 
MIDDLEBURY COLLEGE 11,462,545 
MINNESOTA, UNIVERSITY OF 20,287,110 
MOUNT HOLYOKE COLLEGE 19,743,311 
NORTHWESTERN UNIVERSITY 161,111,955 
OBERLIN COLLEGE 59,014,199 
PENNSYLVANIA, UNIVERSITY OF 97 ,445 ,861 
PITTSBURGH, UNIVERSITY OF 51,878,887 
POMONA COLLEGE 18,737,336 
PRATT INSTITUTE 16,579,700 
PRINCETON UNIVERSITY 167,221,721! 
QUEEN'S UNIVERSITY 17,544 ,000 
WILLIAM MARSH RICE UNIVERSITY 88,488, 764 
ROCHESTER INSTITUTE OF TECHNOLOGY 28,046 , 944 
RUTGERS UNIVERSITY 24,382,737 
SMITH COLLEGE 34,047,679 
SWARTHMORE COLLEGE 24,788,393 
TRINITY COLLEGE 16,924,891 
TUFTS UNIVERSITY 21,593,252 
TULANE UNIVERSITY 46,825,883 
UNION THEOLOGICAL SEMINARY 17,955,486 
VANDERBILT UNIVERSITY 73,433 ,000 
VASSAR COLLEGE 42,779,112 
WASHINGTON AND LEE UNIVERSITY 14,435,324 
WASHINGTON UNIVERSITY 88,834,810 
WELLESLEY COLLEGE 57,936,689 
WILLIAMS COLLEGE 36,471,975 
WISCONSIN, UNIVERSITY OF 14,426,598 
YALE UNIVERSITY 312,679,245 


$3 ,321 ,033 , 809 


From Brevits 





REAL 
BONDS PFD. COMMON ESTATE, 
(CASH) STOCKS STOCKS MTGS.,ETC.(a) 
35.0% 1.9% 62.8% 3% 
45.4 7.6 46.7 Be 
30.3 9.1 58.0 2.6 
23.1 $8 59.0 11.0 
24.6 3.4 66.4 5.6 
28.8 4.2 46.8 17.7 
19.3 6.4 47.4 26.4 
33.3 6.0 55.1 2.9 
46.6 - 53.4 - 
25.4(b) 1.9(b) 49.9 14.8 
21.9 8.0 57.2 12.9 
22.0 2.3 54.4 21.5 
48.9 oa 47.4 3.5 
43.6 1.5 54.5 4 
39.1 3 51.4 9.2 
18.2 8.3 52.5 27 
18.4 A 76.4 4.4 
39.3 2a 53.1 6.0 
31.8 5.2 52.1 10.9 
48.1 2.0 4.7 5.2 
40.1 4.9 52.5 2.5 
39.2 3.3 46.8 10.7 
19.3 4 47.8 31.3 
23.4 4.5 65.9 6.2 
36.3 4.7 52.8 5.8 
38.9 4.1 45.2 11.3 
23.8 ol 56.0 19.8 
46.0 6 51.8 1.6 
28.3 3.6 62.6 4.7 
71.4 3 23.8 4.5 
14.8 3 41.5 31.8 
29.3 1.4 69.3 - 
41.7 6 57.3 4 
41.6 2.1 52.2 4.0 
20.9 2.9 70.5 5.7 
34.5 i 63.6 Pe 
47.2 6 42.5 5.9 
23.9 1.3 39.5 35.3 
43.6 10.4 46.0 - 
34.7(b) 2.2(b) 45.7 17.4 
47.6 1.6 50.8 - 
19.8 7.1 65.7 7.3 
19.9 8 70.0 9.0 
36.9 4.7 58.4 - 
36.3 7.5 53.5 av 
41.9 hal 45.3 11.7 
34.9 4.5 52.8 6 


*Balance of percentage to 100 represents miscellaneous investments. 


(a) Including investment in college plant if 
endowment account. 


considered to be income-producing part of 


(b) A portion of these investments are represented by convertible issues. 
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BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
bank trust officer you are well aware 
of this, and you know that one of the 
most important of your problems is the 
management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven't you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 


The specialists in the Planned Invest- 
ment Department at Smith, Barney & 
Co. are ready to give you this kind of 
help. 


If you would like to know more 
about our investment services and how 
they can help you, send for a copy of 
our brochure, ‘Planned Investment for 
Bank Trust Departments.” 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


20 Broad Street, New York 5, N. Y. 
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EQUITY CHANGES IN COMMON TRUST FUNDS 






New Acquisitions Outnumber Sell-Outs 21, to I 


OMMON STOCKS OF 207 COMPANIES 
C were newly purchased and 82 were 
completely sold out by one or more of 
the 253 Common Trust Funds that re- 
ported to Trusts AND Estates for the 
quarter ended September 30. These fig- 
ures compare with the respective totals 
of 184, 98 and 252 in the previous 
quarter (See T&E August p. 731). 


Of the companies whose stock was 
newly purchased in the quarter 16 are 
additions to the overall list of Common 
Trust Fund holdings as of the end of 
1959, compared to 10 additions in each 
of the first and second quarters of 1960. 
These are designated by an asterisk in 
the accompanying listing. No companies 
disappeared from the list in this quar- 


ter, in contrast to five and four respec- 
tively in the earlier quarters. 

Parke, Davis was newly purchased by 
the largest number of funds (9) fol- 
lowed by Ingersoll-Rand and U. S. Steel 
(8 each) and Goodrich and Goodyear 
(7 each). New purchases outnumbered 
sales by 214 to 1 with a margin greater 
than in the preceding quarter. 





“N” and “S” columns refer to number of Funds, reporting this quarter, that newly purchased or sold out that stock. ““H” column represents total number 


of Funds now holding that stock according to latest reports; i.e. 


asterisk denoting new additions. 





1959 year-end figure (T&E, April 1960, p. 338) adjusted for subsequently reported changes, 


Drucs, Foops, ToBacco NS H NS H NS H 
U. S. Fidelity & Guaranty — 1 16 Radio Corp. of Amer, _....2 1 26 Shell Oil ie ie 1 57 
- NS H Wells Fargo Amer. Trust — 2 8 Scott Paper ee 55 Sinclair Oil —_. saccaaiebeehs 5 53 
Abbott Laboratories - - 8 21 *Simmons —____._________-- 1 1 Skelly Oil 1 2 
yon eae : ps INDUSTRIALS Sperry Rand ..._._._......2 1 26 Socony Mobil Of _..___ 3 =: 180 
*Armour - Beat ee tO ees ae 1 Addressograph-Multigraph . 2 30 a ; ; ? ea st Oi Caloris ~ , a 
Beatrice Foods - -i & Ae Bee wt ie oe i 1 2 Standard Oil—New Jersey. 2 2 245 
Beech-Nut Life Savers 2 2 15 *Allied Radio 1 1 Roane 1 4 Texaco . 195 
Campbell Soup -2 . 3 5 148 Unilever a 3 Texas Pacific Coal & Oil - i 2 
Colgate-Palmolive ______. 4 15 Amer. Chain & Cable - ; 3 Union Bag- Camp “Paper | 1 1 30 U.S. Steel - 8 155 
Corn Products 4 os Amer. Cyosemid . oe Union Carbide __ 2 207 Youngstown Sheet & Tube i 
*Farbenfabrieken Bayer —.. 2 2 Amer. Optical 1 17 United Aircraft 1 4 da 
General Mills —8 1 28 *Amer. Photocopy Equip. : . United Shoe Mach a” 
H. J. Heinz — hl 6 Armstrong Cork 1 ae 2 & rae 81 Pustic UTILITIES 
Jewel Tea re ae a | agers 9 32 U. S. Plywood - 2 4 Arizona Pub. Serv. ........2 1 8 
P. Lorillard - -1 4 ie i, . * U. S. Rubber 1 1 9 Baltimore Gas & Elec. _....2 1 60 
Merck w----- wane rae an=-=== ae 66 paar s T 9 1 ae *Western Auto Supply — 1 1 Poston Edison oa i @ 
National Biscuit -2 See raster 6 Westinghouse Electric _ 38 1126 Central & Southwest _. 1 62 
National Dairy Products 1 1161 Chain Belt - : 2 Zenith Radio 2 4 Colorado Central Pwr 1 2 
National Distillers & Chem. 1 3 Container 1 1 24 ager ion tt 6 29 
National Tea 1 10 Continental Can i & 8 Col b &s = Ohi Ek 1 8 
Norwich Pharmacal 2 Crown Zellerbach 6 1 79 MERCHADISING & re - * ve ne 
c 7 : Commonwealth Edison 2 2: 
Parke, Davis ._____. 9 1 44 Douglas Aircraft ae | MISCELLANEOUS Siensitiieiel ttle 9 56 
Penick & Ford -1 7 Dow Chemical 5 3 87 Allied Stores - a 3 12 Consolidated Nat. Gas 1 54 
Pepsi Cola -2 1 5 Dresser Industries 2 9 Associated Dry Goods 1 3 Delaware Pwr. & Lt. 1 33 
Chas. Pfizer .1 2 33 du Pont 6 217 BR. R. Donnelley & Sons 1 2 Detroit Edison 1 19 
Procter & Gamble . 1 1 47 Eastman Kodak 4 1 91 Federated Dept. Stores ik 44 Duquesne Light 21 62 
Quaker Oats 2 16 Eaton Mfg. 1 10 First National Stores 1 1 27 £1 Paso Nat. Gas 2 17 
R. J. Reynolds Tobacco... 1 6) Se a tower . 3 Food Fair Stores 1 3 General Public Utilities _. 1 43 
Schering -— -1 1 10 *Ferro e 2 2 Foremost Dairies . -- 2 3 General Tel. & Electronics 1 44 
Smith, Kline & Boanch 3 11 + 2‘Firestone Tire & Rubber 2 49 «Grolier ; = 4 i  Biewaitan Mise. 1 9 
shemed Sees fk : 5 *Kingsport Press 1 1 Kansas City Pwr. & Lt. 2 = :18 
United Fruit p 6 Food Mach. & Chem. 1 29 *Lerner Stores | 1 Long Island Lighting 2 5 
Upjohn -5 18 Ford Motor A 2 48 *Joseph Magnin 1 1 Louisville Gas & Elec. 1 8 
Warne-Tambost “‘Pheees. 1 7 Gen. Amer. Transportation 2 49° May Dept. Stores -2 @ SC Sten. River Fuel 2 7 
Wm. Wrigley, Jr. 1 9 General Dynamics 2 8 Montgomery Ward _1 4 48 Montana-Dakota Utilities _ 1 3 
General Motors 2 1244 J. C. Penney 2 «145s. 'Y. State Elec. & Gas 1 26 
FINANCIAL & INSURANCE Pressey Portland Cement -4 21 Safeway Stores 2. 1 29 Niagara Mohawk Pwr. 2 54 
Gen. Precision Equipment - 1 1 Sears, Roebuck 1 157 Qhio Edison ees: 50 
Aetna Insurance = 1 14 Gillette 1 18 F. W. Woolworth _..... 2 40 Pacific Gas & Elec. - 2 2 @& 
Aetna Life Ins. 1 13 B. F. Goodrich 7 2 59 Pacific Léabtio : 21 31 
Bank of America a 26 Goodyear Tire & Rubber | 73 P : M " Philadel hi Ei 5 ‘i 2 93 
Chase Manhattan Bank 3 76 Gould-National Batteries 13 en, Sens Since Me, Bon 2 10 
C.1.T. Financial = 2 71 *Heyden-Newport 1 1 & METALS Puts allie hee, &G 5 38 
Commercial Credit _-1 1 60 Ingersoll-Rand 8 58 Allegheny Ludlum Steel 1 6 public hi lth Hal ” 1 40 
Conn. Gen, Life Ins. _._.__. 1 6 International Bus. Mach. 5 100 Aluminum Co. of Amer. —.. 1 Cl Goiiorn Co a 62 
Continental Casualty - 1 10 International Harvester 2 82 Anaconda ool ® #86 California iltnaw es, 2 80 
Continental Insurance _..... 2. 1 89 International Paper 6 105 Armco Steel =¥ 48 So. Stakuvel Gan ? ry 1 12 
Crocker-Anglo Nat. Bk. 1 8 Kimberly-Clark _.2 2 42 Atlantic Refining 1 23 Pumen Utilities REO GT 1 57 
Dun & Bradstreet - 5 Lehigh Portland Cement 1 18 Bethlehem Steel a 96 *Union wins Nat. en 1 1 
Federal Insurance = 1 9 Libbey-Owens-Ford Glass 4 1 43 #£4Continental Oil a 82 United Gas Gina 21 73 
Fireman’s Fund Ins. a’ 27 Link Belt 1 1 18 Freeport Sulphur 1 9 vir inia "Elec & Pwr 11 70 
Firstamerica Sais 19 Lone Star Cement 8 2 19 zulf Oil 1 80 Matieiien Water Sinie 1 5 
Great American Ins. 8 13 McGraw Edison 3 20 Halliburton Ss 2 De Wis Oe ee CG 39 
Hartford Fire Ins. Ss 24 Mead : 1 5 Honolulu Oil 1 3 i $ * 
Home Insurance mad : 23 Minn. - Honeywell Regulator 4 1 64 Inland Steel 1 60 
Ins. Co. of No. Amer. —_.. 6 78 Monsanto Chemical 4 55 International Nickel 1 25 TRANSPORTATION 
Lincoln Nat. Life Ins. _.. 1 9 Nat. Cash Register 2 2 68 #$=‘Kennecott Copper 3 124 Atch. Top. & Santa Fe _... 3 50 
Morgan Guaranty Trust _— 2 77 Nat. Gypsum 1 20 Minn. Mining & Mfg. 1 44 Chesapeake & Ohio _. 1 39 
Nat. Bk. of Detroit _..... 1 12 Otis Elevator 3 39 National Lead 1 1110 Great Northern : = 17 
Nat. Union Fire Ins. 1 2 Outboard Marine 1 5 National Steel = 47 Louisville & Nashville : os 
Philadelphia Nat. Bk. — 1 18 Owens-Corning Fiberglas — 1 5 Newmont Mining 1 5 N.Y., Chic. & St. Louis _1 2 
*Southland Life Ins. —...... 1 1 Owens-Illinois Glass i a SA ON | eee nee 1 37 Norfolk & Western a 29 
Southwestern Life Ins. ae 2 Phillips Gloeilampen 1 8 Phillips Petroleum See 4 153 Tennessee Gas Trans. _... 1 19 
Transamerica Lamiappioe — 21 Pitney-Bowes 3 _............. 1 5 Pure Oil - cpt ae 1i Union Paciic —.... ..... 8 73 
*Trinity Universal Ins. _... 1 1 Pittsburgh Plate Glass _... 1 1 55 Revere Copper & Brass a i: 2 Welton Taek Cor 1 7 
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Official U.S. Navy Photograph 


Power for a fighting fish... 


The atomic submarine U. S. S. Triton, whose underwater 
global voyage recently made naval history, is equipped with 
Anaconda nuclear reactor cable which provides for the 
critical functions of power supply, position indication and 
temperature control. Developed in cooperation with United 
States Navy engineers, similar cable serves aboard all of 
the nuclear submarines thus far built in this country. In 
addition, uranium serves as the life-power of these man- 
made fishes—power enough to propel the Triton approxi- 
mately 60,000 miles without refueling! Today, Anaconda 
is the nation’s largest producer of uranium oxide concen- 
trate, from which this super-fuel is made. 

But nuclear energy has other vitally important applica- 
tions, notably for peaceful purposes. Uranium concentrate, 
product of Anaconda’s uranium ore-processing, is com- 
pressed into tiny ceramic pellets, each not much larger than 
an aspirin tablet. The energy from one such pellet could run 
a TV set for almost a year. Two dozen would furnish as 
much electricity as an average home would use in three 


years. And it’s happening now! At Shippingport, Pennsyl- 
vania, the Duquesne Light Company’s remarkable power 
generating plant utilizes a million of these pellets in a pace- 
setting operation which creates a bright pattern for the 
future. In the meantime, uranium makes life safer for most 
of us through radioisotopes which contribute much towards 
better products, better health, and which may help to pro- 
vide better food. 

Through its millions of tons of uranium ore reserves, 
through new copper sources such as the new El Salvador 
Mine in Chile, and through constant product research and 
development, Anaconda serves the nation in peace—and in 
the pursuit of peace. 
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Economic SAG — Not RECESSION 


Inflation Alive But Dormant 


WAYNE L. McMILLEN 


Associate Economist, Morgan Guaranty Trust Company, New York 


HE OUTLOOK IS FOR A RISE IN THE 
peat level of business activity 
starting sometime before the third 
quarter of 1961; however, in the mean- 
time, we may expect a rather “soggy” 
and disappointing fourth quarter of 
1960, and perhaps even the first quar- 
ter of 1961. The central issue of this 
political campaign is easy money; in- 
flation is not dead, it is only playing 
possum. It’s popular nowadays to say 
that the threat of inflation is behind us, 
but only eternal vigilance will prevent 
its return. Higher federal expenditures 
which seem inevitable will make it 
rather difficult to exercise this vigilance 
during the next few years. 


We may be accused of overemphasiz- 
ing the dangers of inflation and under- 
emphasizing those of deflation. Regard- 
less of our next President, we-can ex- 
pect vigorous action to combat defla- 
tion. Let’s not, however, lay all blame 
for potential inflation on_ politicians; 
all of us may be responsible for possible 
inflation in coming years. Both the in- 
flationary bias of our economy and the 
business outlook are matters for seri- 
ous attention when considering future 
investment policy. 


Recession? 


For purposes of this discussion, let 
us call a recession a period when Indus- 
trial Production declines from a peak 
quarter by at least 8% and GNP (in 
constant dollars) declines by at least 
214% — the decline of both indicators 
being a seasonally adjusted average for 
both the high and low quarters. There 
have been three postwar adjustments 
which fit this definition (1948-49, 1953- 
54, and 1957-58). To call the current 
contraction a recession I would have to 
assume that Industrial Production, 
which averaged 110 for the first quar- 
ter, would reach 101 for a subsequent 
quarter. GNP which was in the first 
quarter $501 billion (or $496 billion in 
1959 dollars) would have to reach $488 


Before 34th Western Regional Trust Conference, 
American Bankers Association, Phoenix, Nov. 5. 
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billion in first-quarter dollars (or $484 
billion in 1959 dollars). 

At worst, the definition seems rea- 
sonable for it is generally conceded by 
hindsight that we’ve had only three post- 
war recessions, all within this definition. 
Using this definition, it is my best guess 
that we are not in a recession. While 
industrial production might dip below 
10] for a single month or even for a 
quarter, it is not likely that a “reces- 
sion” will be confirmed by a dip to 
$488 billion (first quarter dollars) in 
GNP. In other words, I believe that this 
is a “reluctant contraction” and that it 
will be followed by a “reluctant expan- 
sion” starting before the third quarter 
of 1961. 

What evidence is there that contrac- 
tion will be so mild and that recovery 
will start so soon? First, there is little 
evidence that maladjustments were very 





INVENTORY SALES RATIOS 
Seasonally Adjusted 
(left hand figures represent months of 
inventory) 
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great. The peak in production came 
during the first quarter. This adjust- 
ment has been going on most of the 
year; yet the predominating factor has 
been the violent fluctuations in the rate 
of inventory accumulation which de- 
clined $111% billion (annual rate) dur- 
ing the first three quarters. If we elim- 
inate this factor from GNP, we find the 
GNP less inventory change (final sales) 
continuing upward during the entire 
year so far. The rate of increase did 
slow down in the third quarter. This 
rate of inventory change ($1114 bil- 
lion) was substantially above any simi- 
lar period in the recession of 1957-58 
($9 billion) ; yet it has not had a com- 
parable effect on the economy. 

Even though this change was extreme, 
sales-inventory ratios in the aggregate 
have not been out of line as they were 
during the past two recessions (1953- 
54 and 1957-58; see chart). In fact, 
all year these ratios have looked rela- 
tively low. Perhaps a partial reason is 
that business has learned to get along 
with less inventory, so inventories were 
not in as sound condition as these fig- 
ures would indicate, and there may be 
some liquidation throughout the fourth 
quarter and perhaps into the first quar- 
ter of 1961. However, one may well 
conclude that even inventory maladjust- 
ment was reasonably small. 

The story in regard to retail inven- 
tories (excluding autos) is a_ rather 
amazing one. For years there has been 
progress by retailers in that inventory 
in relation to sales has been in an al- 
most constant decline. The inventory- 
sales ratio has in 1960 reached an all- 
time low. Certainly there was not much 
correction required in this part of the 
economy. 

Housing starts which have in recent 
years acted in a contracyclical manner 
have continued to decline since the 
fourth quarter of 1959. Personal in- 
come continues to rise as does dispos- 
able income. Consumer spending has 
leveled off but with a $2 billion drop in 
durable goods in the third quarter. How: 
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ever, expenditure on services increased 
by $2 billion. Thus with an increase in 
disposable income of $31 billion and 
no increase in consumer spending, per- 
sonal savings increased by about the 
same amount during the past quarter. 


There has been much speculation on 
the trend of capital spending during the 
next few months. Many feel a drop in 
corporate profits will cause a decline in 
purchases of plant and equipment, 
which have risen throughout 1960. The 
rise apparently will end during the 
fourth quarter, but the fact that the SEC 
and Department of Commerce estimate 
no decline this quarter lends some sup- 
port to those, including myself, who be- 
lieve the decline in capital spending dur- 
ing the first half of 1961 will be modest. 
Our tools and equipment are becoming 
over-age at a fairly rapid pace, and this 
should also indicate that decline in such 
expenditures will be reasonably modest. 


The profit margin usually declines in 
the later stages of business expansion 
and economies are instituted during 
contraction to strengthen again the 
profit position. I believe this will occur 
during this contraction. 


The opinion was expressed that mal- 
adjustments in the economy were not 
large; and with substantial adjustments 
already occurred, one may conclude 
that contraction will not be prolonged. 
Although business volume should im- 
prove during the second half of 1961, 
it will not be a boom year. 


In most industries, capacity is ample 
or more than ample. Recent wage set- 
tlements have perhaps been less infla- 
tionary than those of past years. The 
impact of higher federal spending will 
not be felt for months — maybe a year 
— after authorization of those expendi- 
tures. Consequently, it is not expected 
that there will be many price increases 
during 1961. For three years we have 
been relatively free of inflation, and that 
situation should continue for another 
year. The threat of inflation is for the 
longer term rather than for the short 
term. 


I should like to state my belief that 
regardless of the elections the outlook 
for business is substantially the same 
for 1961. Even a change in executive 
officials of the same party will cause 
some hesitancy and uncertainty. If the 
other party comes to power, you may 
expect it to be a full year before major 
impact will be felt, with the extent de- 
pendent on which campaign promises 
are implemented and to what degree. 
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Central Issue of Campaign 


It may seem curious that I claim that 
the most important single campaign is- 
sue is that of monetary and fiscal in- 
tegrity — or Easy Money. Inasmuch as 
both candidates are alert to the Russian 
military threat and both expect to ac- 
celerate the defense effort, in my opin- 
ion it is not a real issue. The world 
struggle will be essentially an economic 
battle, and our chance of winning the 
cold war will depend upon economic 
strength, and we cannot be strong eco- 
nomically unless we assure utmost con- 
fidence in the dollar here and abroad. 

The recent worldwide gold boom and 


run on the dollar should be a warning 
to us. Both candidates have given as- 
surance that there will not be devalua- 
tion. Some people throughout the world 
seem to be giving a vote of no-confi- 
dence in our government as they be- 
lieve it will be constituted after Janu- 
ary; in other words, it seems they 
were betting we would devalue. | am 
glad the Treasury made such a firm and 
unequivocal statement scotching that 
notion. In this recent flurry, the price 
of gold in London rose to nearly $41 
per ounce on October 19th and 20th, a 
15% depreciation of the dollar. 


Political intervention to create con- 
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AGLE-PICHER / Manufacturer's Manufacture 


The Ohio Rubber Company produces rubber press and gauge wheel tires for farm 
equipment and a wide variety of other component parts for diversified industries. 








As a manufacturer’s manufacturer, Eagle-Picher’s 
activities include important contributions to im- 
prove production down on the farm. For Eagle- 
Picher through its Ohio Rubber Company is a 
major supplier of rubber press and gauge wheel 
tires for agricultural equipment. 


The development of these tires is typical of Eagle- 
Picher’s ability to apply practical research in work- 
ing with other manufacturers to improve their 
products. To the agricultural industry these tires 
offer particular advantages such as self-cleaning 
action, accurate depth control in a wide range of 
soil conditions and uniform compacting of the soil 


EAGLE 
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for faster germination. Such tires stand up under 
continued heavy service and contribute a maximum 
share to efficient equipment performance. 
Manufacturers of agricultural machinery are but 
one of the many industry groups served by The 
Ohio Rubber Company. This Eagle-Picher division 
also supplies molded, extruded and rubber-to-metal 
products for automobiles, home appliances, business 
machines, toys and industrial equipment. 

In the broadly diversified engineering and manu- 
facturing skills of Ohio Rubber, you may find 
advantages particularly applicable to your own 
manufacturing. We welcome inquiries. 


’ SINCE 1843 ¢ THE EAGLE-PICHER COMPANY, GENERAL OFFICES: CINCINNATI 1, OHIO 
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EAGLE-PICHER DIVISIONS 
AND PRINCIPAL PRODUCTS 


ef 


CHEMICALS AND METALS DIVISION 


Zinc and lead pigments and oxides * 
Special purpose electric ‘power supplies * 
Electronic grade germanium, gallium, 
cadmium sulphide *% Sulphuric acid * Slab 
zinc % Cadmium * Chat. 





























CHICAGO VITREOUS CORPORATION 


Porcelain enamel frits for home appliances, 
plumbing ware, lighting fixtures, architectural 
paneling, outdoor signs and other products 
requiring protective finishes % “Lusterlite” all- 
porcelain enameled gasoline service stations. 





FABRICON PRODUCTS 


Waxed paper, polyethylene and cellophane 
wrappers * “Lamin-Art’ decorative plastic 
sheets % Molded plastic parts * Custom 
impregnated papers, textiles and glass 
cloth » Automotive parts, such as door 
trim panels, trunk liners, dash _ insulator 
mats and glove boxes. 

















INSULATION DIVISION 


Insulating cements, blocks, blankets, felts, 
pipe covering * Diatomite filter aids, aggre- 
gates, absorbents, catalyst supports. 





THE OHIO RUBBER COMPANY 


Molded and extruded rubber parts for the 
automotive, agricultural equipment, electrical 
appliance, toy and other industries * Natural, 
synthetic and silicone rubber products * Semi- 
Pneumatic tires % Flexible vinyl parts * Rub- 
ber-to-metal parts * Polyurethane products. 
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tinual Easy Money policy will impair 
confidence in our money. A similarly 
disastrous policy after World War II 
until March 1951 was in part respon- 
sible for the worst of our postwar infla- 
tion. 

Some politicians are making the most 
of our weakness for easy money. Their 
opponents who favor Flexible Money 
and flexible interest rates are not say- 
ing enough on this subject, perhaps be- 
cause it is not popular with many voters 
to imply that money should ever be less 
easy or that interest rates should ever 
rise. 

To describe the policy of the past few 
years as one of high interest and tight 
money seems a little ridiculous. The 
Treasury bill rate has varied from %4 
of 1% to 414%, and free reserves have 
varied from more than °4 of a billion 
dollars to a minus half-billion, depend- 
ing on the need to either stimulate or 
create a damper for the economy. In 
both the 1954 and 1958 recessions, the 
bill rate dropped below 1%. Obviously, 
the policy has been one of Flexible 
Money; hence, the promise to change it 
must be construed as a promise of con- 
sistently Easy Money, which would 
mean inflexible money. 

Bankers have been accused of favor- 
ing high interest rates for selfish rea- 
sons, and it may seem logical to infer 
that commercial banks make more pro- 
fits in periods of higher rates. However, 
usually loan demand is then high and 
bond prices relatively lower. To take 
care of customers’ demand for money, 
banks are usually forced to sell securi- 
ties at losses which can offset or ex- 
ceed the higher income from higher 
rates. Thus, contrary to claims of polli- 
ticians, bankers do not have a vested 
interest in higher rates. 

Through lower interest rates and 
easier money, fiscal and monetary au- 
thorities can stimulate economic activ- 
ity. Through higher interest rates and 
tighter money, they can help prevent 
excesses during booms. Thus these ve- 
hicles are among the most hopeful 
means of stabilizing the economy with- 
in bounds of reasonable economic free- 
dom. The Federal Reserve System is 
the nonpolitical agency through which 
we exercise monetary control. We 
should be wary of a candidate who 
promises to exercise political pressure 
on this sensitive and highly complicated 
mechanism. 

Along with Easy Money generally 
goes the promise of ever bigger Govern- 
ment spending. While not opposing all 
increases in spending, I should remind 


you that the taxpayers (through 100,000 
taxing units) are spending $65 million 
per hour or over $1 million per minute. 
Thus in the short time I have been ialk- 
ing, our governments have spent about 
$20 million. We can probably coexist 
with high government spending and con- 
siderable waste, as long as the Federal 
Government doesn’t impair integrity of 
the dollar. 

1 believe it a fundamental truth that 
Khrushchev could win no greater vic- 
tory than if we and the Free World 
should lose confidence in our monetary 
and fiscal integrity. Dr. Ludwig Erhard, 
Vice Chancellor and Minister of the 
Economy of Germany, said that the 
dollar is the sun around which all Free 
World currencies revolve and that it 
would be as disastrous to our foreign 
neighbors as for us if this “sun” should 
go down. 


Flexibility Preferred 


Those who desire to speed up eco- 
nomic growth might better address 
themselves toward removal of present 
impediments rather than forced artifi- 
cial growth obtained through govern- 
mental intervention toward _ bigger 
spending and easier money regardless 
of the stage of the economy. 

Many impediments are now braking 
the economy, such as too high personal 
income tax rates in the upper brackets; 
too high corporate income tax rates; 
too restrictive depreciation policies un- 
der current tax laws; and relatively 
high tax rates on capital gains, especi- 
ally for the longer 3 to 5 years or more 
term. Due to need for high revenues, 
reform of tax policies should not come 
suddenly nor at once, but gradual modi- 
fication should be legislated and carried 
through. The level of expenditures 
which each candidate advocates will de- 
termine the winner’s relative ability to 
effect such reforms and still maintain 
necessary revenues. 

Even some politicians who call for 
drastically higher government spending 
and Easy Money do not like inflation 
but their policies may well lead to in- 
flation; and there is danger then that 
they, being unhappy about the results of 
those policies, will grab for a solution 
unwelcome to investors and all thinking 
citizens, which might well be control of 
wages and prices, first exercised through 
government propaganda and then gov- 
ernment pressure. When these methods 
fail, as of course they must, the next 
step is legislation.” Such control of 
prices of products, services, and of 
labor cannot work except during war- 
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PHELPS DODGE 
CORPORATION 


» 


The Board of Directors has 
declared a fourth-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable De- 
cember 9, 1960 to stockholders 
of record November 18, 1960, 
making total dividends declared 
for 1960 of Three Dollars ($3.00) 
per $12.50 par value share. 


M. W. URQUHART, 
Treasurer. 


November 2, 1960. 
































SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 87 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able December 14, 1960 to 
stockholders of record at the 
close of business on Novem- 
ber 30, 1960. 

W.S. TARVER, 
Secretarv 
Dated: October 29, 1960 























IBM 


183rpn CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.75 per 
share, payable December 
10, 1960, to stockholders of 
record at the close of busi- 
ness on November 10, 1960. 


C. V. BOULTON, 


Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
October 25, 1960 


IBM: 


INTERNATIONAL BUSINESS MACHINES CORP. 
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time or other emergency and can result 
only in economic distortions leading to 
still further controls in broadening suc- 
cession. 

I mentioned at the beginning that in- 
flation was playing possum and may be- 
come a lively issue within the next three 
to five years. Only the strong conviction 
that inflation eventually leads to unem- 
ployment, that we cannot get more out 
of the economy than we put into it, that 
we cannot constantly receive a higher 
price for our products and pay a lower 
price for the products of those who sell 
to us can prevent the return of infla- 
tion. Even the optimist will have diffi- 
culty in believing that the electorate is 
yet convinced that all these things are 
true. 


A A 
MEMOS 


(Continued from page 1046) 


In conclusion, then, based on our in- 
terpretation both of the known and un- 
known factors, we believe cyclical and 
heavy industry shares continue to be in 
a bear market. We are not convinced 
the bear market will extend to the con- 
sumer goods and service industries or 
to those groups, like golds and aircrafts, 
which are the specific beneficiaries of 
active or passive government policy. If, 
as we believe, the interest rate outlook 
is going to be unclear, bonds do not 
afford an automatic refuge and bond 
yields are too low to attract buying from 
investors unconcerned with interest rate 
trends. This ought to mean that favored 
stock groups should act with a good 
deal of independence from the general 
trend and that special situations, al- 
though more difficult to find than they 
may have been in the past, should prove 
even more rewarding, if only because 
of the increased pressure from invest- 
able funds seeking a haven. 

B. K. THuRLOwW 
WINSLOW, COHU & 
STETSON, INC. 











Hl CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-eight cents (48¢) 
per share on the Common Stock has 
been declared, payable December 10, 
1960, to stockholders of record at the 
close of business November 18, 1960. 


Quarterly dividends on the 4%, 4.25%, 
4.92% and 5.16% Cumulative Pre- 
ferred Stocks have been declared, pay- 
able December 31, 19650, to stockhold- 
ers of record at the close of business 
December 16, 1960. 


G. R. Cook, Treasurer 
November 1, 1960 

















AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
vr 





203rd Consecutive Cash Dividend 
on Common Stock 


- ute quarterly dividend of Forty- 

seven cents (47c) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of the 
public, has been declared payable De- 
cember 10, 1960, to the holders of record 
Ag close of business November 10, 


W. J. ROSE, Secretary 
October 26, 1960. 











































UNION 
CARBIDE 


A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable December 1, 
1960, to stockholders of record at the 
close of business November 4, 1960. The 
last quarterly dividend was ninety 
cents (90¢) per share paid September 
1, 1960. 

Payment of the quarterly dividend 
on December 1 will make a total of 
$3.60 per share paid in 1960. In 1959, 
$3.60 per share was also paid. 


JOHN FE SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 








TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 





DIVIDEND 
NO. 53 








The Board of Directors has declared a 
quarterly dividend of 28¢ per share on 
the Common Stock, payable December 
13, 1960, to stockholders of record on 
November 18, 1960. 


J. E. IVINS, Secretary 
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VICK OUTGROWS 
RICHARDSO 


WS 
DN-MERRELL INC. 





MINGTON, Oct 
bee to change the com 
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Recent acquisitions in- 
sot | 


Facts behind the headlines 


In 1937, Vick marketed three colds prod- 
ucts under the Vicks trademark. Today, as 
the result of a continuing diversification 
program, the company has eleven operating 
divisions in all four major segments of the 
drug industry—ethical drugs prescribed by 
doctors, veterinary drugs for animal health, 
proprietary drugs advertised to the public, 
and chemicals used in drugs and other in- 
dustries. All four segments have shown con- 
tinued growth. Ethical and veterinary sales 


e to Richardson-Merrell Inc. 


12.5% 





— How Vick outgrew its name 


have grown fastest, moving up from 29% of 
sales five years ago to 43% today, larger than 
total company sales only eight years ago. 
Obviously, the Vick name, so familiar in 
proprietary drugs, has been outgrown as the 
corporate name. In the future, it will be used 
as fully as ever on proprietary products but 
the overall company becomes Richardson- 
Merrell Inc., combining names used in the 
drug industry for 75 and 132 years respec- 
tively. 


Growth in good times and bad 


With its broad-based diversification in the 
recession resistant drug industry, the com- 
pany has grown steadily in both sales and 
earnings, even in the depression years of the 
30’s. During the last five years, net earnings 
have increased at an average annual rate of 
17%, and per share earnings at an average 
rate of 13% a year. Sales for the fiscal year 
ended last June 30 were $132 million, up 
14.8% from last year. Net earnings were up 
18.3% to $14.4 million, and per share earn- 
ings up 18.8% to $3.22. Both sales and 
earnings have continued to rise in the first 
quarter of this fiscal year. 





5 YEAR NET EARNINGS 


Average Annual increase 17% 


5 YEAR EARNINGS PER SHARE 


Average Annual increase 13% 
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These are the factors in growth, past and 
future: 

1. Broad drug diversification, permitting 
growth in all areas without being unduly 
dependent on any one. 

2. Acquisition of companies, continuing 
a program started in the 30’s, with five 
companies acquired in the last two years. 
3. Ample capital to finance expansion and 
acquisition of companies, with uninter- 
rupted dividends since 1925. 





Foundations for future growth 


4. Research and development, with re- 
search expenditures tripled in the last five 
years to $4.8 million. 


5. International expansion through greater 
sales of products marketed in 117 coun- 
tries, development of new products, ac- 
quisitions. 

6. People for growth—experienced man- 
agement for an expanding enterprise 
through decentralization and executive 
development. 








CORPORATE NAME, 


a ; oted overwhelmingly - 
1g._ Stockholders of Vick Chemical Co; Y0te® NYSE symbol 
ompany nam 
“The company reported Fst Te 
14.9%. A four-for-three aoe ae and 


and earnings per share up 

















COMPANY'S GROWTH 

AND DIVERSIFICATION 

IN ALL DRUG AREAS 
1937-1960 


SALES $132.3 MILLION 
CHEMICALS 
~ AND 
PLASTICS. 


12% | 


PROPRIETARY 
DRUGS 


45% 


SALES $9.8 MILLION 


PROPRIETARY 
DRUGS 


100% 








For a copy of the annual report, please write to: Dep’t D, Richardson-Merrell Inc., 122 E. 42nd Street, New York 17, N. Y. 


Ethical Drugs 

The Wm. S. Merrell, Co. 

The National Drug Co. 

Merrell-National (Overseas) 
Laboratories Division 

Walker Laboratories, Inc. 


NOVEMBER 1960 


Chemicals and Plastics Proprietary Drugs 
J. T. Baker Chemical Co. 


Extruded Plastics, Inc. 


Vick Chemical Co. Division 
(including Vicks trademarked 
products, Lavoris, C/earasi/) 

Vick International Division 





Vick Manufacturing Division 


SERVING MODERN HEALTH NEEDS — WORLD-WIDE 


1936 - 37 


PICHARDSON-MERRELL we 


Veterinary Drugs 
Hess & Clark Division 
Jensen-Salsbery 


Laboratories, Inc. 
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MOODY’S INVESTORS YIELD TABLE 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





YIELDS OF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 
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CORPORATE BONDS 
BY RATINGS 
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1957 1958 1959 1960 - 1957 1958 1959 1960 1957 1958 1959 1960 
—— End of Month —— Range of Period —_—— 
1960 1960 1959 1960 1951-59 
Oct. Sept. Oct. Hieh-Low Wish-Lew 1946-50 1941-45 1931-40 1919-1930 
1. U. S. Government Bond Yields 
8-Year Taxable Treas. —_.._.__ 3.52 3.41 4.68 5.11-3.34 5.17-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. —............____ 3.72 3.64 4.70 5.07-3.53 5.10-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. _......__>_— % 3.92 3.76 4.46 4.91-3.69 4.87-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 2%s, 9/15/72-67 __...... Y/, 3.79 3.67 4.20 4.68-3.58 4.64-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%s, 12/15/72-67 _.. % 3.78 3.65 4.13 4.59-3.56 4.58-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
Se, SNe se 7, 3.88 3.75 3.99 4.44-3.65 4.39-2.59 (b) (b) (b) (b) 
ON SRE ee | 3.76 3.67 3.86 4.10-3.54 4.06-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term __............. % 4.30 4.27 4.56 4.61-4.23 4.61-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term -_.........._._. a 4.47 4.40 4.74 4.78-4.39 4.78-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ___......_ -~ % 4.69 4.65 4.85 4.95-4.60 4.92-2.87  3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —_....._..... -~ % 5.12 5.06 5.26 5.37-4.97 5.32-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term -_............. Y/ 3.17 3.18 3.49 3.55-2.99 3.65-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term __...._.. - % 3.48 3.45 3.63 3.76-3.26 3.81-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term —.—_____....... % 3.66 3.69 3.91 4.06-3.55 4.03-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term ~................. % 4.13 4.13 4.31 4.46-4.05 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
NS SS Pa 4.69 4.68 4.75 4.82-4.58 4.85-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade -................... % 5.35 5.25 5.13 5.35-5.12 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
en NN i en. OF 4.45 4.41 4.58 4.68-4.34 4.67-3.45 3.92-3.27(e) (e) (e) (e) 
metiem Grade % 4.75 4.72 4.93 4.98-4.66 5.16-3.80 4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade paaederac einai % 4.81 4.78 4.96 5.06-4.70 5.12-3.77 4.24-3.40(e) (e) (e) (e) 
Medium Grade __._........... i 5.01 5.00 5.14 5.30-4.94 5.34-4.17 4.65-3.69 (e) (e) (e) (e) 
». Common Stocks 
125 Industrials—Prices (g) —... $164.91 165.61 186.60 178.62-164.91 196.07-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (f) 
125 Industrials—Div. (g) — i 6.04 6.02 5.85 6.06-6.02 6.01-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields ===. % 3.66 3.64 3.14 3.66-3.39 6.79-2.96 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages in this series date from 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 
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Tremendous growth has marked Panhandle Eastern’s 30-year 
history ... yet the accomplishments of those first three decades will be more 
than equalled in the years ahead. 


Panhandle Eastern and its subsidiary, Trunkline Gas Company, serve the industrial 
heartland of America ...one of the nation’s fastest-growing sections. Vigorous growth of 
both population and industry produces an ever-increasing demand for natural gas. 


Panhandle Eastern intends to increase its system capacity by 400,000 Mcf per day, 
to a total of 1,825,000 Mcf per day. And planning for further growth continues. 


Reserves now exceed 13 trillion cubic feet, insuring more than 20 years’ supply 
after the next expansion. A vigorous exploration program, coupled with continuous acquisition 
of production in the gas producing fields, indicates Panhandle’s confidence in the future. 
Panhandle Eastern’s substantial investment in National Distillers and Chemical Corporation 

is importantly beneficial to Panhandle stockholders. National is the world’s second 

largest producer of polyethylene, for which natural gas supplies the raw material. 

Operating revenues for Panhandle have almost tripled in the past ten years, and the next 
decade will see no slackening of that growth. The first thirty years, 


successful as they have been, were only the beginning! Gey 


PANHANDLE EASTERN PIPE LINE COMPANY 
subsidiary: TRUNKLINE GAS COMPANY 


120 Broadway, New York 5, New York 
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N THE COLD LIGHT OF POST-ELECTION 
plots it is time for analysts to 
determine whether the contents of the 
platforms of both major parties repre- 
sent anything more than what the late 
Wendell L. Willkie cynically referred to 
as “campaign oratory.” 

With the strength of the donkey on 
Capitol Hill, the trend in the Demo- 
cratic platform for accelerating federal 
spending and increasing the area of de- 
cision for governmental officials should 
be re-evaluated. The party standard 
bearers bought the J. Kenneth Galbraith 
line, as expressed in his “Affluent Soci- 
ety” that the public segment, as con- 
trasted with the private segment, should 
be expanded. In non-academic language. 
this is a major effort to downgrade 
Mom (and her spouse), as well as the 
purchasing agents and decision-makers 
of American business. It would be more 
in the American tradition to persuade 
them to use their discretion prudently in 
these times of struggle for national sur- 
vival. 

Those in fiduciary posts and in the 
investment business should not miss the 
bearing of this ideological controversy 
on their own bread and butter. The 
move to make the Federal Government 
still more important at the expense of 
individual free-choice and _ individual 
responsibility is an attack on investment 
finance and on the trust function. These 
technical financial occupations are pred- 
icated on the theory of self help and 
individual and family responsibility for 
the future. 

If “cradle to the grave security” is 
to be a governmental function, then a 
great revolution in human motivation 
subtly takes place. The pains of forbear- 
ance entailed in the saving process may 
be deemed unnecessary and undesirable 
if the individual gets a sense of se- 
curity from the promise of politicians 
to put a mattress under him. Important 
as the impact of such weakening of 
human motivation may be on character, 
the issue is economic as well as moral. 
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ECONOMIC TIDES BENEATH THE MARKET .... 


MERRYLE STANLEY RUKEYSER 


THE REAL ISSUE: 
FEDERAL DICTATE OR PERSONAL RESPONSIBILITY? 


For in a free society the process of 
capital formation depends on _ willing- 
ness of the individual and family to 
exercise voluntary discipline and _ to 
spend less than they earn, using the 
surplus as seed-corn for the future. The 
margin between family income and out- 
go represents goods produced, which 
remains unconsumed and available for 
use as tools of production for the future. 


Democrats or Just Bureaucrats? 


Unless men of finance recognize the 
social implications of such thinking, 
they will, through silence, seemingly be 
giving consent to their ultimate extinc- 
tion. Instead of downgrading them- 
selves in Marxian terms as barterers in 
profit, they, including the leaders of the 
insurance fraternity, should reinterpret 
themselves in social terms as guardians 
of the economic bases for national 
growth, expansion, and forward move- 
ment within the American framework 
of personal freedom. 

The debate is not whether the Demo- 
cratic platform would add $10 billion 
to what is contemplated in the Repub- 
lican statement of faith. The real issue 
turns on the impact in eroding the hu- 
man process of voluntary self discipline, 
which is the foundation for strength in 
a free society. If Professor Galbraith 
were right that the tough decisions must 
be made by governmental bureaucrats, 
instead of by Mom and Dad, then the 
question arises why move only inch by 
inch in the direction of an all power- 
ful government? 

When Georgi Malenkov was Chair- 
man in the Soviet Union, he touched in 
a speech on what has subsequently 
come to be known in this country as 
the Galbraith thesis. Galbraith thinks 
that in order to achieve the national 
purpose it is desirable to expand gov- 
ernmental budgets so that more of the 
productivity of the people can be di- 
verted to education, roads, public 
health, national defense and other gov- 
ernmental services. In the encroachment 


in the last quarter of a century of rela- 
tively bigger government on the free- 
dom of citizens to decide how to ex- 
pend their income, the governmental 
segment has been expanded through the 
compulsory seizure, via taxation, of a 
larger ratio of total earnings of citizens. 
Kisenhower has been excoriated by the 
“liberals” for making an effort io re- 
verse this process. 

Recognizing the human craving for 
more and better goods in exchange for 
a week’s work, Malenkov, while Soviet 
Premier, tentatively proposed in a 
speech that relatively more soft goods 
than hard goods be produced. Soft 
goods, it should be kept in mind, are 
primarily consumption goods, whereas 
hard goods includes military weapons 
and capital equipment. Evidently Malen- 
kov had not cleared his talk in advance 
with the Moscow Presidium, and was 
booted out of office. But the issue re- 
mains, and occasionally Nikita Khrush- 
chev holds out a qualified promise of 
change. 

The significant point is that in the 
Russian police state the decisions on 
current production are made by little 
commissars in big jobs, whereas in this 
country the decision-makers are in 
every family. 

The investment banker, the trust offi- 
cer, and the executive of a life insur- 
ance enterprise may indeed raise the 
practical question: “So what?” “Even 
if we agree with individual free-choice 
and citizen responsibility, what can we 
do about it?” 

Men engaged in money management 
can serve their country well and en- 
hance their own prestige by a process 
of intellectual de-lousing, and counter 
the Marxian evil of falsely interpreting 
finance as something “sordid.” On the 
contrary, these industries, based on mer- 
chandising intangibles, are themselves 
symbols of human freedom, practical 
devices for implementing the advanced 
and humane process of self-help, free- 
choice, and family responsibility. 
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Irrespective of short-term tallies of 
immediate election results, there are 
bastions on the Hill in Washington for 
preserving the American economic sys- 
tem. The balance of power still inheres 
in a coalition between conservative 
Democrats and Republicans, and no 
blind reading of party labels should be- 
cloud this reassuring fact. In the cir- 
cumstances, men who believe whole- 
heartedly in their calling should be men- 
tally alert enough not to side, irrespec- 
tive of party tags, with those out to 
liquidate them. 


Advancing the Time-Table? 


In reappraising what happened to the 
security markets and to business in 
1960, analytical students should bear in 
mind the impact of a now forgotten 
wisecrack of publicist Harry Reichen- 
bach who admonished that this country 
had suffered from overprediction. 


Satisfaction is the ratio between what 
you expect and what you get. At the 
turn of the year hyperbole was em- 
ployed by public relations minded cor- 
porate executives and economists, who 
extravagantly foretold bonanza _pros- 
pects of the Soaring Sixties. Thus far 
in 1960 the gross national product has 
remained on a high plateau, and the 
great masses of consumers have expend- 
ed their disposal income as expected. 
But competition proved keener from do- 
mestic and foreign sources, and the de- 
sire to accumulate goods was diluted by 
the disappearance of the fear of further 
near-term inflation. Furthermore, the 
politically inspired settlement of the 
steel strike further stirred up the spirit 
of business caution by widening the gap 
between domestic steel wage costs and 
of foreign 
though the rate of increment as com- 


those competitors, even 
pared with previous raises was cut in 
half. This adjustment dramatized the 
developing unbalanced cost-price situa- 
tion, and the margin of profit was 
threatened. 


These sober second thoughts began to 
develop when stocks were at an ex- 
tremely high level — not only absolute- 
ly, but also relative to current corporate 
earning power. 

In the spirit of prediction, it was 
fashionable for optimistic economists to 
schedule a recession for 1961. Those 
who believed the forecast resolutely de- 
termined to beat the gun in 1960, and 
put their houses in order before the 
trouble was visible. Accordingly, much 
of the change, incidental to shifting to 
a more conservative inventory policy, 
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had the effect of advancing the time 
table for the corrective readjustment. 
Right now the big question is the extent 
to which the readjustment had been dis- 
counted in advance. 

The clumsy hand of political interfer- 
ence in steel ignored market psychology. 
Part of the political package was a com- 
mitment from the chief executive of the 
principal steel company that no advance 
in prices was contemplated to reflect the 
added wage costs. This was indeed tele- 
graphing one’s punches in advance. It 
was as silly as the announcement by the 
Truman Administration that we would 
never fight a preventive war. Perhaps 
we never will and never should, but why 
give the potential enemy the strategic 
advantage of knowing our intentions; 
our self-abnegating announcement re- 
lieved the need for 40 Soviet divisions. 
Similarly the steel announcement that 
no price increase was in the offing doubt- 
less induced many steel users to reduce 
their inventory. If there were normal 
doubt about the price outlook, some 
would have elected to have a better sup- 
ply on kand. Similarly the signing of 
the wage agreement gave assurance that 
for the duration no work stoppage 
would impede the flow of goods from 
maker to user. Hence, why assume the 
financial cost and risk of carrying your 
own inventory? 

When Dwight Eisenhower retires 
from the White House on January 20th, 
it should be borne in mind that the 
office sought the man; for a long time 
the general spurned a political career. 
His historic importance in our annals 


lies in the fact that a military hero re- 
stored popular enthusiasm for the Amer- 
ican economic system, which for nearly 
three decades was under fire from those 
who preferred “a mixed economy.” 
Though critics dwell on his alleged 
complacency and soothing-syrup_tech- 
nique, the record shows that his person- 
ality and his policies heightened the in- 
dex of confidence, and motivated in- 
vestors and industrial managers to carry 
the economy forward through boldly 
making long-term commitmenis. One 
statistical proof of this inheres in the 
regenerated faith in the future which 
caused investors and speculators to in- 
crease the multiplier by which corporate 
current earnings were evaluated in the 
market. 


Mandate for Efficiency 
and Quality 


Whatever the near-term future may 
hold in dips and rallies in the national 
economy, it seems that the course of 
prudence in banking institutions, as in 
industry, lies in vigilant elimination of 
accumulated fat and waste from the cor- 
porate cost sheet. A thoughtful cam- 
paign against the cost of needless mo- 
tions — or notions — will heighten the 
survival prospects of an enterprise dur- 
ing any future recession, and the same 
approach will also widen profit margins 
and increase the rewards of ownership. 

Responsible officers of private enter- 
prises should recognize that the ideology 
not only in management circles but also 
among rank-and-file workers is chang- 
ing toward corporate efficiency. The cur- 
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rent trend is to give sanctions to cost- 
reducing techniques, and executives who 
fail to act while the mood is favorable 
may be missing the boat. 

Despite rationalization about the sci- 
ence of management, attitudes in high 
and low circles tend to fluctuate in cy- 
cles. Thus it is perilous to lag behind 
competitors when purging corporate en- 
terprises through courageous reduction 
of costs is in fashion, but this should 
be done with all possible consideration 
for the human element. The fifteen ab- 
normal post-war years of passively ac- 
cumulating rising costs and glibly pass- 
ing them on in higher selling prices and 
fees to customers are behind us. Those 
who are minded to give customers their 
money’s worth are slated for increasing 
popular acceptance. 

This new mandate from the customer 
for better values will run through dis- 
tributive channels as well as manufac- 
turing and the services trades. The trend 
is against arbitrary setting of prices, 
and the discount houses, which chal- 
lenge arbitrary high mark-ups, will con- 
tinue to develop. In fairness, economies 
sometimes represent little more than 
elimination of services. Families with 
limited income should have a choice as 
to how much ¢ervice they want and 
not be deprived of “do-it-yourself” 
economies. On the other hand, there will 
be many willing to pay a premium for 
individual attention. Businessmen and 
bankers should recognize that there are 
many American publics — a public for 
Bach and another for Irving Berlin. 


Fund managers, taking a longer term 
outlook, should not put themselves in 





FINANCIAL LIBRARY 


Over 135 publications 
and services — many of 
them shown here — pro- 
vide data for the Invest- 
ment Research Staff su- 
pervising $1.5 billion of 
trust investments at Fi- 
delity-Philadelphia Trust 
Company. This photo was 
reproduced in the 1960 
annual report of the 
Common Trust Fund, 
now well in excess of 
$100 million. Trusts AND 
EstaTEs is pleased to be 
included (lower left). 





speculators, who are guessing not only 
future events, but also the time table 
when each will occur. A balanced finan- 
cial diet in a trust fund or elsewhere is 
a hedging process which assures sur- 
vival in a dynamic world. Diversifica- 
tion means not only carrying bonds as 
well as shares in the portfolio, but not 
being distorted in the stock segment 
with an exclusive position in shares de- 
pendent on boom conditions. So-called 
defensive stocks, including food, tobac- 
co, pharmaceutical and electric utility 
shares, tend to show earning power sufhi- 
cient to maintain dividends during dips 
in the national economy as well as dur- 
ing upswings. 

After a political campaign, in which 
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there has been an excess of partisan 
promising, it is timely to install psycho- 
logical gas masks, and to recognize that, 
no matter who is in the White House, 
the portfolio owner must assume risks 
in selecting and holding securities. The 
prudent fund manager, through diversi- 
fication of risks, strengthens the expec- 
tation of survival under fluctuating fu- 
ture circumstances. But once a decision 
has been made, it is folly to consider 
it frozen and irreversible; the philoso- 
phy of investment management inheres 
in determination to make a periodic re- 
view of past decisions in light of new 
data. 


New Competition — and New 
Customers 


Arthur Brisbane used to remark that, 
if you analysed one drop of salt water, 
you would understand the nature of the 
ocean. Thus, the recent announcement 
by Remington Rand that hereafter it 
will manufacture typewriters abroad, in- 
stead of in the United States, is indica- 
tive of the adverse effect on America’s 
capacity to compete resulting from the 
disparity in wage rates now that foreign 
countries have developed technology and 
plants equal, if not more modern, than 
our own. 


This is becoming an old story, but 
practical investors, as well as industrial 
operating executives, must adjust to the 
challenge. To an increasing extent, 
American management is setting up for- 
eign plants or entering joint ventures 
with foreigners in countries with lower 
labor costs. By the same token, trust 
officers and security analysts are look- 


(Continued on page 1069) 
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Tons of iron ore turned. into 
molten pig iron and from this 
... Steel. From research have 
come steels that can withstand 
the most intense heat and cold 

.. Steels that will help man 
conquer space. 
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there’s more to Cities Service 
than meets the eye! 


It takes 523,451 men and women... far- 
reaching exploration teams, transportation 
systems, testing and research labs to produce 
the steel we use. America produces more than 
85 million net tons of steel each year to meet 
the demands of consumer and industry. Yet 
few of us ever think of all that goes into manu- 
facturing this “everyday” metal. 

And few of us pulling into the green-and- 
white Cities Service station to “fill her up” 
realize all that lies behind today’s quality gas- 
olenes. Cities Service uses a pipeline system 
that could circle the globe. We search five con- 
tinents for oil and maintain the most modern 
research laboratories and refineries. 

Cities Service has invested over a billion dol- 
lars in product improvement and development. 
The challenge of tomorrow re- 
quires even greater investment. 

Only in this way can America 
have what it needs for prog- 
ress—more jobs and more and 
better oil products. 
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STOCK BUYING OPPORTUNITIES 
FORESEEN BY TRUST SEMINAR 


HE 1960 SEMINAR OF THE STUDLEY, 
y oheie Trust Investment Council, 
sponsored in Philadelphia in mid-Oc- 
tober by the investment counselling or- 
ganization of the same name, offered 
participants a broad view of the cur- 
rent business and investment climate, 
as well as glimpses into specialized 
areas of trustee interest. 


The program was developed against 
the background of an appraisal of the 
current economy presented by R. Wal- 
lace Bowman, vice president, Studley, 
Shupert & Co., Inc. On the assumption 
of no war and unchanged defense bud- 
gets, the long-range outlook is optimis- 
tic but we may already have seen sev- 
eral months of recession with major in- 
ventory adjustment. While inventories 
will probably be cut further, this should 
not represent a burden. Prospects for 
spending by business, federal, state and 
local governments give no evidence of 
contraction while consumers should 
continue spending normally, except for 
some hesitation in durable goods ex- 
pectations. The profit picture for 1961 
is not too encouraging, perhaps 10% 
below current levels, but the longer pic- 
ture is better. Mr. Bowman asserted 
that this country faces a tough basic 
problem relative to international trad- 
ing and our gold position but that, 
while painful, it can be solved by re- 
straint and intelligence. 


The interest rates for the 60s are, 
in Mr. Bowman’s thinking, destined to 
fluctuate within the 4%-5% range which 
would allow profitable maturity switches 
as indicated but the current 444% point 
(Moody’s AAA Corporate Index) is 
therefore not a particularly apt spot to 
lengthen maturities, even though the re- 
turn is not unattractive. 


In the stock sector, trustees will find 
defensive stocks with earnings and some 
growth potential becoming relatively 
more attractive as compared with bonds. 
Cyclical issues have limited trustee ap- 
plication and growth stocks still remain 
somewhat on the high side. Using the 
S. & P. index at 57, or 17 times prob- 
able 1960 earnings, which are far from 
peak profits, the list is perhaps 10% 
too high. As tax selling and signs of 
economic lag appear, buying opportun- 
ities should be found over coming 
months, with selection, as always, the 
big factor. 
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Perhaps the most pervasive note rela- 
tive to stock commitments lay in the 
repeated emphasis upon sound value as 
contrasted with glamor at prices which 
may eventually prove excessive. Various 
instances were cited by Messrs. Farr, 
Nicholson and Birmingham, vice presi- 
dents, respectively, of Girard Trust Corn 
Exchange Bank, Provident Tradesmens 
Bank and Trust Co., and Wellington 
Management Co., where comparative 
price performance over recent years of 
so-called income stocks has been supe- 
rior to that of growth companies. True 
growth is not always recognizable and 
companies may gradually develop in- 
tangible future values, just as those al- 
ready possessing them may see them de- 
cline. The trust officer must consequent- 
ly look at values objectively and avoid 
undue risk in overpricing low “growth” 
earnings. 


Dr. Julius Grodinsky, professor of fi- 
nance at the University of Pennsylvania, 
reviewed the impact of technological de- 
velopments upon trust investment media. 
Despite the breath-taking advances of 
science in recent years, rapid obsoles- 
cence and fierce competition take their 
toll of profits, making determination of 
a reasonable price for sound equities an 
art, rather than a science. Here there 
are no easy answers, only hard study 
and a keen realization of the tenuous 
relation between past and future profits. 


Where preferred stocks are used in 
lieu of bonds, quality is of the essence, 
as well as good timing of purchases, 
said Richard B. Willis, assistant vice 
president, Provident Tradesmens Bank 
and Trust Co. This hybrid security 
group deserves a place in trust port- 
folios for its better return to quality 
buyers but it can also prove “a grave- 
yard for bargain hunters.” 


In seeking better yield than are avail- 
able from Governments, Federal Agency 
obligations likewise fulfill a good pur- 
pose, in the opinion of C. Budd Heis- 
ler, vice president, Central-Penn Na- 
tional Bank. They are top-grade obliga- 
tions and their few minor technical dis- 
advantages should in no way affect in- 
clusion in trust accounts. 


The fortunes of fire and casualty in- 
surance stocks have varied widely over 
the years, while life companies have 
been regarded as prime growth vehicles, 
said John D. Britton, general partner 





of the New York Stock Exchange firm 
of Conning & Co. of Hartford, Connecti- 
cut. In the first category, several of the 
large companies have now succeeded in 
reducing costs of acquisition and hand- 
ling business, which is a key factor. In 
the life sector, the enactment of a tax 
structure at last gives a basis for opera- 
tion from which favorable mortality ex- 
perience and interest earnings can exert 
their influence on profits. 


From a long experience in trust in- 
vestment, Wayne R. Bennett, vice presi- 
dent, Continental Illinois Bank and 
Trust Co., Chicago, stressed the need 
for an open mind and realization that 
one never knows all the answers. Ade- 
quate and reliable information on which 
to base decisions covering a reasonable 
number of companies will assist in 
avoiding unseasoned investments or 
reaching unduly for income. Above all, 
one must delve into fundamentals and 
keep abreast of developments, while 
avoiding complacency or blindly follow- 
ing the crowd. Trained personnel is 
needed to handle the trust investment 
business which the bank strives to de- 
velop and success will come only from 
common sense, knowledge and prudence. 


Development of new trust business 
calls for realistic appraisal of outlay 
versus present evaluation of appoint- 
ments brought in by solicitation. Rob- 
ert Coltman, vice president, Philadel- 
phia National Bank, presented various 
approaches to this problem in an off- 
record speech which made use of com- 
parative charts. There is obviously no 
one norm for all departments but it was 
suggested that estimated future rev- 
enues from business definitely reviewed 
and accepted be scaled down on an 
actuarial basis at 344% interest com- 
pounded to arrive at a fair basis for 
remuneration of the salesman and to 
gauge department progress. Mr. Colt- 
man mentioned particularly the import- 
ance of setting a minimum dollar limit 
for acceptance, no department should 
be under obligation to take unprofitable 
business and his institution is firm in 
this regard, although the value of hav- 
ing directors and bank personnel ap- 
point the bank, regardless of their es- 
tates, makes these cases exceptions. The 
speaker also asserted that fee schedules 
in the eastern part of the United States 
are inferior to those on the West Coast 
and that there is still too great a tend- 
ency for fiduciaries to downgrade or 
take an apologetic attitude toward the 
worth of their services. 


Other topics in the area of trust in- 
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vestment included a discussion of the 
function of analytical reviews in ap- 
praisal of stocks by Miss Edna M. 
Thompson, investment officer, Girard 
Jrust Corn Exchange Bank, and princi- 
ples governing investment of pension 
and profit-sharing funds by John G. 
Parsons, Jr. vice president, Fidelity-Phil- 
adelphia Trust Co. Mr. Parsons outlined 
the problems associated with the two 
types of funds, with special emphasis 
upon the wisdom of avoiding inclusion 
of the company’s own securities and 
any tendency on the part of corporate 
management to regard the monies as a 
source to be tapped in time of need. 

The effect of technological obsoles- 
cence upon stocks was treated by David 
W. Measuroll, vice president, The First 
Pennsylvania Banking & Trust Co., and 
management appraisal techniques were 
outlined by Robert E. Worden of the 
management consultant firm of Worden 
and Risberg. 

H. Townsend Bongardt and Reese D. 
Jones, both connected with the sponsor 
group, spoke on handling of family 
business interests by trust departments 
and principles of bank portfolio man- 
agement, respectively. 

The Studley, Shupert Trust Invest- 
ment Council, with nearly 140 banks as 
participants, provides trust investment 
consultation and research facilities ordi- 
narily available only to larger institu- 
tions able to maintain a well-staffed de- 
partment. The annual seminar offers an 
opportunity to discuss with the expert 
speakers and other members actual 
problems encountered. 

A AA 
CapiTaAL MARKET OUTLOOK 

The capital markets will be subject to 
wide fluctuations in interest rates in 
coming months because of changing 
fundamentals and investor attitudes. 
Long-term funds should be freely avail- 
able on favorable terms but recent ease 
is probably only an interruption in a 
continuing trend toward relatively high- 
er rates. These are some of the conclu- 
sions from a recent analysis of the de- 
mand and supply factors which affect 
rates, prepared by Douglas J. M. Gra- 
ham of Mitchell, Hutchins & Co., New 
York City. 

AAA 
MASSACHUSETTS GETS SPLIT PENSION 
FUNDING LAW 

A recently signed law permits Massa- 
chusetts insurance companies to invest 
portions of segregated pension funds in 
common stocks. A similar proposal was 
adopted some time ago in Connecticut 
but had an abortive end in New York. 
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selection and interpreation of Current 
data see July 1959 issue, p. 690. % common stocks, 10/31/60 aver. month-end 
lower grade bonds & 6/30/50 to : ; offering price 
preferred stocks Bid& Bid 

Pre-War 10/31/60 Cap. only Lost .¥r 

Recent 5-Yr. range | 12/30/39 Low High Distr. 12 Mos. Avg. 

BALANCED FUNDS 72.3 95.6 204.0 192.2 150.9 3.19 3.30 
1 American Business Shares -.------------- 53.7 59.5 48.6 74.2 97.5 153.1 | 150.0 107.0 3.39 3.50 1 
ee ee ee eee 53.7 64.3 49.4 63.1 96.3 206.0 193.3 123.5 2.44 261 2 
$ inliee Pe “OOO | OTT 55.5 95.9 215.5 | 202.9 153.4 2.67 2.93 38 
4 Boston Fund _ é eek Sobek aioe 54.7 72.2 64.1 69.4 95.5 215.1 207.5 157.2 3.05 2.88 4 
5 Cima Ieceeant: Co. . 59.7 74.2 59.7 57.6 84.0 208.3 195.8 160.5 2.98 3.04 5 
6 Diversified Investment Fund, Inc. —--------- 63.7 74.3 63.7 — £80 2122 197.4 154.5 3.31 3.84 6 
7 Eaton & Howard Balanced Fund 62.8 70.9 59.9 67.0 96.3 203.4 191.6 160.5 3.03 2.94 7 
8 Fully Administered Fund (Group Securities) —— 71.0 78.9 68.3 87.0 96.4 168.8 153.2 122.6 3.93 3.77 8 
9 General Investors Trust 57.3 80.7 55.4 91.7 97.2 208.0 | 193.6 134.4 | 3.74 3.80 9 
“ tees Meet | OS CUTER COS — 96.3 195.2 183.3 161.9 3.31 3.46 10 
11 Johnston Mutual Fund - 75.6 79.9 56.4 — 96.6 253.2 235.6 196.6 2.32 2.96 11 
12 Massachusetts Life Fund . 58.0 69.2 58.0 — 97.2 184.4 171.8 154.5 3.15 3.09 12 
13 National Securitiest—Income series —------------ 84.7 91.8 83.0 — 96.8 188.3 167.6 131.7 4.50 4.74 13 
14 Nation-Wide Securities 61.8 54.4 62.3 82.3 97.2 180.1 174.5 136.5 3.47 347 14 
15 George Putnam Fund - 73.7 744 63.8 83.5 97.5 236.8 225.4 182.0 2.72 2.97 15 
16 Scudder Stevens & Clark Balanced Fund 63.8 67.3 58.7 74.6 97.3 187.6 173.5 138.3 3.04 3.07 16 
17 Shareholders Trust of Boston — 49.0 72.9 49.0 — 96.3 217.9 210.7 156.7 3.55 3.64 17 
18 Stein Roe & Farnham Balanced Fund —.. 59.5 64.8 51.6 — 96.8 247.4 234.4 190.4 20. 27 168 
19 Wellington Fund — 57.8 68.0 57.8 70.9 97.8 200.4 | 192.1 153.5 3.04 3.13 19 
20 Whitehall Fund ~~. 50.4 58.0 50.4 — 95.8 204.1 191.7 142.3 3.50 3.50 20 

FLEXIBLE FUNDS 73.3 95.8 248.1 225.8 172.4 2.94 3.11 
21 Broad Street Investing Corp. 88.0 88.5 177.3 65.1 93.7 284.8 254.0 206.8 ao: O48 21 
* Dies Seed 87.4 94.3 84.3 69.3 95.3 242.8 219.3 149.8 2.47 2.90 22 
23 Dreyfus Fund — 84.4 99.9 52.7 — 96.6 402.6 | 371.8 303.1 2.18 2.07 23 
24 Fidelity Fund - Es ere ee aati 80.2 96.2 80.2 — 954 302.4 267.3 215.5 240 829 2 
295 Institutional Foundation Pend . fet ee Aes tee 19.7 88.5 719.7 — 95.5 238.0 225.1 167.0 3.49 3.79 25 
26 Knickerbocker Fund 93.7 95.5 63.0 101.0 96.4 194.6 167.6 107.0 8.08 3.35 26 
27 Loomis-Sayles Mutual Fund 64.9 60.1 49.5 60.5 96.6 187.5 180.2 125.4 301 806 27 
28 Mutual Investment Fund _.... 79.4 84.0 55.8 74.6 95.7 184.3 164.1 120.2 3.15 2.99 28 
29 New England Fund —........... 57.5 66.8 53.2 78.4 97.2 176.5 170.9 127.0 3.48 3.57 29 
30 Selected American Shares 88.8 97.6 81.1 74.0 94.3 257.7 227.9 149.6 2.66 2.98 30 
31 Sovereign Investors 95.3 97.7 91.3 98.3 98.2 284.6 239.8 215.0 3.99 3.74 31 
32 State Street Investment Corp. 90.2 93.9 81.2 56.8 95.3 219.5 208.8 131.5 2.36 2.45 32 
33 Wall Street Investing Corp. 83.0 88.2 80.6 — 96.1 261.9 247.2 223.2 2.70 2.90 33 
34 Wisconsin Fund, Inc. ——- 86.9 98.6 177.4 54.8 95.4 236.6 S241 1722 2.44 3.07 34 

COMMON STOCK FUNDS 65.8 94.7 313.7 2233 220.7 2.58 2.79 
35 Affiliated Fund* 85.1 89.9 84.5 61.0 93.6 238.8 226.3 166.5 3.08 3.29 35 
36 Bullock Fund... 84.7 88.5 176.7 68.0 94.6 277.7 252.4 184.9 2.69 2.78 36 
37 Dividend Shares 89.5 89.5 81.6 73.5 98.6 243.2 227.6 175.2 2.82 2.97 87 
38 Eaton & Howard Stock Fund 89.2 89.2 78.3 622 $62 311:0 285.5 248.3 2.30 2.39 38 
39 Fundamental Investors 97.6 99.2 96.7 54.5 94.4 307.8 267.5 2204 2.38 2.66 39 
40 Group Securities—Common Stock — ~~ 98.6 99.1 90.4 95.1 245.0 218.7 167.7 3.97 4.34 40 
41 Incorporated Investors —.. 88.1 98.0 88.1 59.8 96.6 326.8 280.4 199.1 1:98 2.29 41 
42 Investment Company of America 81.4 95.5 76.6 64.1 94.1 304.8 289.9 194.9 2.29 2.46 42 
43 Keystone Growth Common (S-3) ~~... NA NA NA 71.7 97.4 356.6 307.7 189.4 1.95 2.18 48 
44 Massachusetts Investors Growth Stock Fund _. 95.4 99.3 92.9 69.6 94.7 403.2 369.8 310.0 LT Lie & 
45 Massachusetts Investers Trust 98.1 99.7 973 76.6 95.3 332.6 293.1 263.8 2.92 3.14 45 
46 National Investors 98.8 99.3 96.4 57.6 92.7 387.8 350.0 273.2 1.63 2.09 46 
47 National Securities—Stock Series —._____. 98.0 98.9 93.9 — 93.6 247.0 208.7 153.4 4.23 4.42 47 
48 T. Rowe Price Growth Stock Fund ~~. S68 S878 T234 — 94.6 449.5 420.2 348.0 1.78 2.03 48 
49 Scudder Stevens & Clark Common Stock Fund. 95.6 99.2 91.6 — 94.5 308.5 279.7 229.0 2.39 2.57 49 
50 United Income Fund S12 S72 833 — 95.4 278.3 255.0 207.0 3.46 3.38 50 

500 STOCK INDEX (Standard and Poor’s)® ____. — — — 70.7 94.3 343.2 301.8 — — — 

CONSUMERS PRICE INDEX (B.1.S.)2 _.. — — — 58.5 100.0 124.6 — — — — 




















a—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low price reached during current month. 
NA—Not available. 
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INVESTMENT COMPANY NOTES 


Technology’s Effect on Economy 
Accented at Mutual Conference 


Accenting the technological theme 
noted in our first part summary of the 
Twelfth National Mutual Fund Dealers’ 
Conference in the October column 
(p. 979), the entire second day’s after- 
noon session was devoted to a new pro- 
gram labeled “New Horizons.” Men 
from four important scientific areas 
were chairmaned in the discussion by 
Jack W. Castino, senior Vice President 
of Chemical Fund. Representing the 
chemical field, Chaplin Tyler, a con- 
sultant working exclusively with duPont 
on long-range planning, discussed the 
growth of the industry, outlining signi- 
ficant trends, and then described certain 
performance factors for evaluating indi- 
vidual companies. Past sustained growth 
of the chemical industry after making 
allowance for various factors would in- 
dicate projection of an annual output 
growth of 7%, making total sales vol- 
ume of the chemical and allied products 
industry $50 billion in 1970, almost 
twice the estimated 1960 figure. 

By realizing that chemistry is “the 
science of material transformation,” its 
growth potential can be appreciated. 
Mr. Tyler elaborated: “Because mate- 
rial demands are so diverse and are con- 
tinually increasing in variety and quan- 
tity, the least growth that the chemical 
industry can expect is the growth of 
all industrial production. Thus chemical 
growth has a floor but no ceiling.” 
Looking at the chemical “horizon” from 
the investment manager’s viewpoint, the 
duPont consultant passed up what he 
termed “the better-known” “more com- 
mon historical” financial yardsticks. A 
useful test from the qualitative view- 
point is whether a company is an “in- 
novator” or “imitator.” Useful measure- 
ments in determining this are net return 
on average capital employed, research 
expenditures as a percentage of sales, 
capital expenditures and how they are 
planned, programmed and controlled. 
Finally one should determine the com- 
pany’s competitive position in its prin- 
cipal markets. 
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HENRY ANSBACHER LONG 


Edward F. Sanger, vice president of 
Western Union, added his “electronic 
revolution” to One William Street’s Mr. 
Kahn’s “bloodless revolution” discussed 
the day previously. “The electronic revo- 
lution is here — it has arrived with ex- 
plosive suddenness — and it’s now mov- 
ing ahead with lightning speed.” Re- 
calling how the present electronic era 
commenced with the De Forest vacuum 
tube in 1906, he related how this was 
being supplanted in various fields by 
transistors and “their brethren, the 
semiconductors.” Outside of this latter 
area, he pointed out that the greatest 
growth in the field was taking place in 
computers, data processing and indus- 
trial controls, a fact of which most in- 
vestment analysts are acutely aware. 
But Mr. Sanger underscored the growth 
in the field of electronics most dramatic- 
ally when he stated that “almost any 
textbook on the subject, six months old, 
is already filled with outmoded equa- 
tions, discarded equipment and ancient 
prediction.” 

Other speakers emphasizing the tre- 
mendous future ahead in their fields 
were Austin Smith, M.D., President of 
the Pharmaceutical Manufacturers As- 
sociation, and John A. Johnson, Gen- 
eral Counsel, National Aeronautics and 
Space Administration. What can the in- 
vestment man do in order to intelli- 
gently cope with these highly scientific 
developments? Mr. Costino in his re- 
marks following the other four speakers 





summarized certain essentials: “Success- 
ful investment today requires to an ever 
increasing extent an appraisal from 
both the technological and the invest- 
ment standpoint, and specialized knowl- 
edge is no less important to the pur- 
chaser of securities in those fields than 
to the organization engaged in product 
research and development. . . . Invest- 
ment appraisal must not lag technologi- 
cal progress. Equity securities are priced 
on prospects and, as we have seen, tech- 
nology is moving swiftly . . . Closer, 
more frequent contact between the in- 
vestor and the company is essential. . . . 
Familiarity with a given industry, the 
companies within the industry, and, 
perhaps most importantly, the people 
within these companies, is critical in an 
evaluation of the impact of a technolo- 
gical development.” 

Martin H. Proyect, Director of Estate 
Planning, Calvin Bullock, Ltd., termed 
the advantages of using mutuals for 
pension and profit sharing plans “Spec- 
tacular.” First of all, he pointed out 
that companies with annual contribu- 
tions of less than $100,000 can scarcely 
achieve adequate diversification. Compe- 
tent professional investment manage- 
ment is provided even for companies 
with a greater inflow of funds by the 
mutuals. In the payout period, mutual 
funds can be redeemed, providing for 
liquidation of a cross-section of the 
portfolio “without upsetting any of the 
balance.” Mr. Proyect made his most 
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important point this: “Many employees 
like to receive mutual fund shares in 
place of cash because it provides them 
with a ready-made investment program 
and they need not pay any sales charge 
to acquire the shares.” And finally the 
Bullock executive pointed out the sim- 
plification of bookkeeping problems. 
“By setting up a periodic accumulation 
plan. the mutual fund’s bank acts as 
‘custodian’ of the assets and keeps a 
complete record of dividends paid, 
shares purchased, and other transac- 
tions necessary in the administration of 
any such plan.” 

A sane approach for the salesman, 
particularly apposite at a time when so 
much attention has been diverted to the 
“wonder stocks,” was discussed by Fred 
E. Brown, president of the $378 million 
Broad Street Group of mutual funds, at 
the first of a series of special short noon- 
day sales seminars held by his organiza- 
tion. Mr. Brown returned to fundamen- 
tals by emphasizing that the income mo- 
tive was in reality the investor’s primary 
concern. “Investment fads sweep the 
scene,” he said, “but, if experience is 
any guide, we know that investor inter- 
est in such fads eventually is carried to 
excess only to ebb away. Interest in in- 
come, on the other hand, carries on 
steady and undiminished.” He explained 
that by income he did not mean a per- 
centage rate of return nor a high current 
dollar income which is the concomitant of 
increased risk. “We believe that the kind 
of income to be sought,” he said, “is a 
variable rate or number of dollars rea- 


sonable under current conditions, earned 
without excessive risk from securities 
that provide opportunity for future 
growth, and measurable in terms of buy- 
ing power as well as dollars.” 


Dudley F. Cates, President of Contin- 
ental Research Corp., investment ad- 
visor to the United Funds, also spoke 
about a fundamental in the prospective 
investor’s thinking. During most of the 
°50’s_ investors thought of common 
stocks as a form of inflation hedge and 
“properly so” said Mr. Cates. But this 
appeal apparently is not so potent as we 
start into the new decade. “How can you 
maintain your prospect’s interest if in- 
flation seems less imminent?” he quer- 
ied. “Stress the advantages of the fund 
vehicle, and stress the method of con- 
tinuous — or budget — investing . . . 
Explain that wide diversification, pro- 
fessional management, redeemability of 
shares, constant supervision, bank cus- 
todianship are all designed to reduce or 
eliminate the extra risks of equity in- 
vesting.” 


Mr. Cates had something to say in 
answer to the criticism that the funds’ 
sales loads are too high. “Now, if the 
cost of buying funds were out of propor- 
tion to the benefits realized,” he pointed 
out, “how could such critics explain the 
purchase of fund shares by thousands 
and thousands of pension funds, trus- 
tees, charitable institutions, labor un- 
ions, and sophisticated investors?” Mr. 
Cates’ statement is, indeed, a challeng- 
ing one. 
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Funds Buy Defensive 
and Growth Issues, 
Shun Cyclical Stocks 


The nation’s closed and open-end 
companies continued in more clearly 
defined activity their preference for 
defensive and growth-type stocks and 
tended to shun issues of cyclical indus- 
tries during the third quarter of this 
year. The regular quarterly survey of 
portfolio changes of funds published by 
this writer in “Barron’s,” expanded re- 
cently to cover one hundred companies, 
also indicates a generally more con- 
servative outlook than during the previ- 
ous June period with the common stock 
mutuals cutting down somewhat on 
equity purchasing (though not to same 
extent as during the previous three 
months) and an absence of appreciable 
buying on balance by any one of the 
fifteen closed-end companies surveyed 
Only 10 out of 27 balanced mutuals 
favored equities, many of these open- 
enders far outpacing their common 
stock buying with purchases of corpo- 
rate bonds and preferreds. The common 
stock mutuals continued to build up 
their cash assets and government hold- 
ings. 

Electric utilities were once more fa- 
vorites with the oil stocks ranking next, 
transactions in which had been indeci- 
sive three months earlier. Chemicals, in- 
dicative of growth interest, remained 
popular along with the drugs, although 
enthusiasm waned somewhat for the 
latter. Defensive type purchasing was 
further accented by buying in food and 
beverage issues as well as the natural 
gas and retail shares. Two non-defensive 
groups followed in buyers’ preference— 
aircraft and missiles and printing and 
publishing. Office equipment shares were 
liked but the friendly attitude toward 
bank and insurance stocks, although 
still in evidence, was considerably cool- 
er. A division of opinion marked trans- 
actions in the electronic and electrical 
equipment shares, with still some indi- 
cation of favor for the growth electronic 
issues and selling more pronounced in 
the domestic heavy equipment equities. 
Transactions were divided in the build- 
ing, machinery and industrial equip- 
ments, and steels with sellers slightly on 
on top in the latter. Marked unpopular- 
ity, however, characterized the attitude 
toward the rails, autos, rubber and tires, 
papers and textiles. 


Six or more managements favored the 
following stocks: (11) General Electric, 
International Business Machines, Texas 
Instruments, Unilever; (10) Phillips 
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Petroleum; (9) duPont, Martin Co., 
Pepsi Cola, Philips Lamp Works; (8) 
International Telephone and Telegraph, 
Shell Oil, Southern California Edison; 
(7) Continental Oil, Harcourt Brace, 
North American Aviation, Texaco, Un- 
ion Carbide; (6) American Broadcast- 
ing-Paramount, Aluminium, Ltd., Bab- 
cock and Wilcox, Caterpillar Tractor, 
Continental Can, Hooker Chemical, In- 
ternational Harvester, Kern County 
Land, New York State Electric & Gas 
and Socony Mobil Oil. The following 
issues were sold by six or more man- 
agements on balance: (11) Radio Corp., 
(8) General Telephone & Electronics 
Merck; (7) Deere, General Motors, In- 
ternational Paper, Reynolds Tobacco; 
(6) Columbian Carbon, General Public 
Utilities, Goodrich, Goodyear, Libbey- 
Owens-Ford Glass, Minnesota Mining & 
Manufacturing, Montgomery Ward, 
Reynolds Metals, Smith, Kline & French 


and Southern Railway. 
A AA 


Third Quarter Net Mutual 
Sales Decline 28% 


The net sales (gross less redemp- 
tions) of mutual funds to the public 
during the third quarter of 1960 de- 
clined 28% from the corresponding 
three-months period in the preceding 
year. This was due to both an increase 
in shares turned in for redemption as 
well as a decrease in gross sales. An in- 
dication that there might be a reversal 
in the down trend appears in the sales 
data for the month of September 1960 
with net off only 21% from the same 
month of 1959. One uncomfortable sta- 
tistic for that month was the decline 
in the number of new accumulation 
plans opened below the 30,000 level to 
28,200. Gross and net sales for the first 
three quarters as furnished by the 
N.A.LC. follow: 

SALES OF MUTUAL FUNDS 
(millons of dollars) 


Gross Net 
1960 1959 1960 1959 
lst quarter 619 599 399 400 
2nd quarter _. 503 554 278 325 
3rd quarter 492 585 288 399 


Three quarters 

year _....._ 1,614 1,738 965 1,124 

In contrast to the experience of mu- 
tual funds, during the last several 
months deposits in both savings and 
loan associations as well as in savings 
banks have been increasing at a greater 
rate than in the corresponding months 
a year ago. September figures made 
particularly good records for these in- 
stitutions. Share accounts rose more 
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than 30% over the 1959 month increase 
for the savings and loan organizations; 
the nation’s savings banks did even bet- 
ter with a corresponding rise approxi- 
mating 40%. Veteran fund men tend to 
discount what they term the “so-called 
slump” in fund sales, pointing out that 
the mutual fund industry’s volume is 
likely to run second only to last year’s 
all-time high. 
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ECONOMIC TIDES 
(Continued from page 1062) 

ing into promising foreign ventures to 
get increased diversification and to bud- 
get against the longer term consequences 
of freezing a non-competitive American 
position. This is generally accomplished 
through investing in American compan- 
ies with well-calculated expansion of 
foreign facilities, but is also showing up 
in purchase of select foreign company 
shares, 

Those concerned with the national 
economy should take a less defeatist 
posture. The constructive approach to 
safeguard American employment and 
domestic prosperity is to use the new 
competition as a God-given opportunity 
to take a fresh and unbiased look at 
frozen economic dogmas, theoretical as- 
sumptions, obsolete laws, outmoded 
court precedents and consent decrees. 
The threat of the new and tougher inter- 
national competition gives a social as- 
pect to this reorientation concerning 
prejudices and economic fallacies emo- 
tionally embraced more than a quarter 
of a century ago during the stress and 
strain of acute depression. Inaction, in 
the face of adverse trends in our inter- 
national balance of payments, is down- 
right unpatriotic, and stamps those of 
little faith and courage as passive sup- 
porters of trends which could set a 
ceiling on American primacy. At long 
last, it is becoming politically and so- 
cially feasible to espouse anew the case 
for prudent handling of our economic 
affairs. 

With the obviously adverse conse- 
quences of the current  cost-price 
squeeze, it is time boldly to reaffirm the 
truism that no issue has been settled un- 
til it is settled right. And in our setup, 
officers of banking institutions and in- 
vestment analysts should recognize that 
the public expects them to talk with 
especial authority in these technical 
fields. The test of leadership is not the 
title of your job but your capacity to 
take the initiative and to induce others 
to follow you toward a set of objectives, 
economic as well as financial. 
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JOHN E. GRAY 


HERE APPEAR TO BE THOSE IN THE 
5 pate owned electric utility in- 
dustry who think that the atom has 
served its purpose as a symbol of ag- 
gressive and forward looking attitudes 
and actions of that industry. The prem- 
ise is that, since one of the major chal- 
lenges of public power advancing be- 
hind the shield of atomic power has 
perhaps been met, it may now be con- 
sidered that, the crisis having been 
averted, it is possible to defer further 
action and the definitive probing in 
depth which the atom demands. Of 
course, there would be continued long 
term interest in developing its use and 
in the even more novel and remote pros- 
pects of generating electricity by fuel 
cells, thermionics, magneto - hydrody- 
namics, and thermoelectrics. 

Others, however in the electric utility 
industry see the continuing challenge 
and opportunity presented by the atom 
and other technical frontiers in genera- 
tion and transmission of electricity. To- 
day’s relation of the atom to electricity 
and the investor owned utility industry 
presents both a challenge and an oppor- 
tunity. 

(1) There are those who question 
the competence of the companies to 
play the leading role in developing 
atomic power. 

(2) The atom by its rather complex 
and troublesome nature is not easy 
to deal with, either economically or 
technically and therefore challenges 
the utility industry to step up with 
requisite financial coverage, manage- 
ment and technical competence. 

(3) The atom has been accepted as 
an area for testing the capability of 
the industry to be progressive, for- 
ward looking, and alert to its respon- 
sibilities to serve the nation and its 
future. 

(4) The atom has given the indus- 
try something new to think and do 
something about, and anything new 
is a challenge. 


The challenge has been met only in 
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As chief executive officer of this technical 
service organization which assists the utility 
industry to plan and operate nuclear power 
plants, Mr. Gray brings a broad background 
to his present position. Before forming NUS, 
he supervised, while with Duquesne Light 
Co., the design and construction of the Ship- 
pingport power plant, the world’s first nu- 
clear power plant. He was also at the Savan- 
nah River (H-bomb) plant where he served 
as the AEC’s Technical and Manufacturing 
Director. He has also been associated with 
General Electric and Westinghouse. 





part to date. It will last as long as it 
takes for rigorous demonstration of the 
conditions under which atomic power 
plants are economically ‘ competitive, 
and demonstration that the industry 
has done its practical maximum to 
bring the atom into the power produc- 
tion picture on a knowledgable and safe 
basis. Also the challenge will be met 
with the demonstration that the electric 
utilities have the initiative to be tech- 
nically aggressive in the absence of 
short term political pressures. 

Let’s look at what has been done by 
the industry, the Atomic Energy Com- 







mission and other public bodies and 
what’s ahead. 

Two small plants have been put in 
operation — Vallecitos, with a rating of 
5,000 KW, late in 1957, and Santa 
Susanna, with the same rating, in mid- 
1957. The Saxton plant, with a_ like 
rating, is now being constructed. 

Two large plants — Shippingport 
and Dresden — have already been put 
in operation, Shippingport late in 1957 
and Dresden earlier this year. Another 
large plant, Yankee, is now being put 
in operation. Several large and medium- 
size plants are either nearing comple- 
tion, being built, or firmly planned. 
These include Indian Point. Enrico 
Fermi, Pathfinder, Elk River, Hallam, 
Humboldt Bay, Peach Bottom, Parr 
Shoals, and Big Rock Point. The South- 
ern California Edison Co. is now nego- 
tiating purchase of the largest nuclear 
plant yet planned for this country — 
a 360,000 KW plant, as yet unnamed. 
Also, recently the AEC announced that 
a 50,000 net KW plant would be built 
in Los Angeles. 


The AEC, manufacturers, and_ the 
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utility companies have each contributed 
to technical development work under- 
lying this entire program, with con- 
struction, operations and fuel expense 
being financed predominantly by the 
utility companies. Shippingport is joint- 
ly owned by the Duquesne Light Co. 
and the AEC, who share operation and 
fuel expenses in accord with their con- 
tract. Cooperative or public power 
groups are financing the Elk River, Hal- 
lam, and Los Angeles projects. In some 
instances, additional assistance is pro- 
vided by the AEC in form of waiver of 
nuclear fuel “use charges.” 


Results to Date 


A major component in computing 
electrical energy costs is fixed charges 
on capital investment. There has been 
a very marked and encouraging reduc- 
tion in cost of an installed KW of ca- 
pacity, both actual and anticipated. The 
capital cost reduction trend is illustrated 
by figures for Shippingport of $1,250 
per KW; Indian Point estimated at 
$360 per KW (for combined nuclear 
and conventional); Yankee estimated 
at $370 per KW; and Southern Cali- 
fornia Edison’s 360,000 KW plant, esti- 
mated at $194 per KW. Of these figures. 
that for Shippingport can be considered 
firm, that for Yankee reasonably firm, 
and those for Indian Point and South- 
ern California Edison sufficiently good 
to validate the premise that capital costs 
per installed KW of capacity are com- 
ing down to promising levels. 

The sensitivity of cost per installed 
KW figures to increased plant capacity 
is well known and has a most important 
bearing. However, increased technical 
sophistication, confidence based on ac- 
cumulated experience, and just plain 
better understanding of how to design 
and construct nuclear power plants, 
have contributed significantly to real- 
ization of reduced costs. 

The two small plants in operation — 
Santa Susanna and Vallecitos — have 
produced valuable information on the 
operating characteristics of sodium- 
cooled graphite and boiling water-type 
reactors, respectively. However, each of 
these has been used as a flexible devel- 
opment tool rather than a_ prototype 
power station, and the results can be 
considered useful only to a limited ex- 
tent in identifying the problems, or in 
establishing the technical and cost fac- 
tors associated with long-term operation 
of large nuclear plants. 

The second of the two larger plants 
— Commonwealth Edison’s Dresden 
Station, — was put into operation in 
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April 1960. It has operated at full pow- 
er for only a short time, and until so 
operated for a sustained period, results 
will be of limited, albeit significant, 
value. 


Blazing the Trail 


Of the large plants, only Shipping- 
port has been operated at rated capacity 
for a long period, producing the first 
substantial body of empirical operating 
and associated technical data. Results 
have included satisfactory performance 
as a generating plant, excellent fuel ele- 
ment and core performance, good oper- 
ational characteristics of the reactor 


systems, control of personnel radiation 
exposures, and low amounts of radioac- 
tivity in wastes generated and ability to 
dispose of these within permit toler- 
ances. 

As a complete power plant, Shipping- 
port has demonstrated the operating 
characteristics necessary for integration 
into a large utility generating system. 
The reactor has demonstrated ability to 
produce at design power output on a 
sustained basis and to respond readily 
to load transients. The plant has shown 
itself suitable for operation as a base 
load or peak load station, or as a com- 
bination. 
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Since Shippingport was placed in op- 
eration, a planned program of opera- 
tional performance testing typical of 
that required for atomic power plants 
has been followed. It includes verifica- 
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tion of reactor physics calculational 
models, heat transfer and hydraulic cal- 
culations, demonstration of plant sta- 
bility, demonstration of response such 
as corrosion buildup. In addition to 
technical data acquired, experience has 
been gained in staffing and training an 
organization to handle maintenance, re- 
pair, and refueling. 


So, while the industry program ap- 
pears substantial, meaningful results are 
actually rather meager at this time. The 
goal is economic nuclear power. Re- 
duced capital costs per installed KW are 
promising but that they are being re- 
duced to a satisfactory level we do not 
yet know. 


Assumptions regarding the economic 
life of the reactor system’s equipment 
must be verified by long-term exposure 
to high intensity radiation and by evi- 
dence that radioactive contamination 
and subsequent maintenance difficulties 
do not in effect foreshorten the life of 
the equipment. Also, operations, mainte- 
nance and fuel costs are yet to be es- 
tablished on the rigorous basis of ex- 
perience which provides unassailable 
confirmation that we are dealing with 
known reproducible costs. Only with a 
lot more experience will there be known 
proper levels for capital costs (and con- 
sequently fixed charges), and for opera- 
tion, maintenance, and fuel costs, in or- 
der that the sum of all these be eco- 
nomically competitive. 


Problems Ahead 


We need to determine cost of opera- 
tion, maintenance, labor and materials 
for typical nuclear plants; to develop 
an informed understanding of what spe- 
cific and unusual tasks are involved in 
operating and maintaining them; and 
to get a great deal of experience in de- 
termining that a given approach to op- 
eration and maintenance is adequate 
from the point of view of safety and 
economy. 


Fuel cost is the dominant factor yet 
to be controlled due to lack of true com- 
mercial experience in production, utili- 
zation, and disposal of nuclear fuel. The 
Shippingport project was initiated in 
1953; Seven years later, it is still the 
only one which has produced meaning- 
ful results on fuel performance under 
operating conditions for a sustained pe- 
riod. Yet the exposure, or use, time of 
Shippingport fuel is far short of the 
economic life of nuclear fuels which 
ranges upwards from an average ex- 
posure of 10,000 to 20,000 megawatt 
days per ton. 





Nuclear fuel costs are dependent on 
two major factors and a host of minor 
factors, which, if improperly handled, 
can become major. The two major ones 
are cost of fabrication or preparation 
for use and duration of use. Other fac- 
tors include use charges for special nu- 





NATIONAL 


BATTERIES, INC. 
Manufacturers of a complete 
line of automotive, industrial 
and military storage batteries 
plus motive specialties. 
A REGULAR 
QUARTERLY DIVIDEND 
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The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on Decem- 
ber 1, 1960 to stockholders of record 
at the close of business on Novem- 
ber 14, 1960. 
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Common Dividend No. 164 


A dividend of 6242 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
December 15, 1960, to 
stockholders of record at 
close of business Novem- 
ber 25, 1960. 


C. ALLAN FEE, 
Vice President and Secretary 


. November 4, 1960 
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clear materials, mode of operation of 
the nuclear fuel, credits for unusued 
or created fissionable materials, and 
mode of reprocessing or disposal of 
spent fuel. All these factors represent 
problems which are a long way from 
being solved in a definitive final sense. 

Not until many fuel loadings have 
performed successfully for the very long 
periods associated with economic nu- 
clear power will we really know if it 
is realistic to expect nuclear fuels to 
compete. Not until many nuclear fuel 
packages have been skillfully operated 
with requisite technical sophistication 
will we understand the fine points of 
how to extract maximum energy from 
a given loading. Not until many load- 
ings have been reprocessed will we 
have a firm understanding of problems 
and costs in this critical and little ex- 
plored area. Not until all problems of 
supply, use, and reprocessing have been 
fully exposed to a free, competitive 
market can we expect to firmly under- 
stand nuclear fuel economics. 


Safety to Prime Requisite 


The safe disposal of radioactive waste 
products is another demanding prob- 
lem. Processes and methods are avail- 
able but they must be intelligently and 
faithfully applied so that no overtoler- 
ance discharges result. Also, knowledge 
and techniques must be developed for 
operating nuclear plants to minimize 
waste disposal through correlating fuel 
performance and operating and mainte- 
nance practices to produce a minimum 
of wastes for disposal at the plant site. 
consistent with producing a maximum 
of KWH from a given loading. 

Acceptance of the safety of nuclear 
plants must be assured. The economic 
potential is meaningless unless opera- 
tions result in safety for personnel and 
public. Of extreme importance is devel- 
opment of a body of experience which 
demonstrates that nuclear power is re- 
garded as safe, and welcome. There is 
no doubt in my mind about this, be- 
cause of the atomic weapons materials 
production program, the naval reactors 
program, and the civilian power reactor 
program. 

The origin of nuclear power compli- 
cates its development in a manner con- 
sistent with free enterprise, with due 
recognition of the vital role the AEC 
has played in furthering the use of the 
atom. Whether it should be responsible 
for the dual roles of developer and 
regulator of nuclear power remains in 
doubt. 

Regardless of this issue there remains 
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the problem of developing a workable, 
well-understood and apt body of regu- 
lations which will provide for safe de- 
velopment of nuclear power and it is 
obvious that a great deal of work is 
required. 

The vast amount of developmental 
data suggests that some day we shall 
really be in good shape, with economic 
nuclear power a firm reality. We have 
arrived at a point where the available 
answers to a large number of problems 
will tell us where and when nuclear 
power fits into the energy picture. 

Thus, the economic, technical and 
operating problems are not solved in 
any final and complete manner. The 
very substantial sums spent or commit- 
ted by investor-owned utilities to date 
are only a down payment on leadership 
in the field. The industry has demon- 
strated its competence to make a “good 
try” and I believe it can bring its initial 
efforts to fruition but it won’t be easy. 

While about $500 million has already 


been committed by the electric utility 
industry to development of nuclear 
power, this is not an inordinately large 
percentage of gross revenues. 

The utility industry will benefit 
markedly from public recognition that 
it is a vital and progressive industry, 
able to carry its share of responsibility 
in the technological development of our 
nation. The atom offers a unique oppor- 
tunity for it to demonstrate that it has 
management and technical skills to put 
the atom to work. There is also the op- 
portunity to have the public and gov- 
ernment understand that technological 
progress is a most important product of 
the investor owned utility companies, as 
well as the manufacturers. 

With sharpened and improved tech- 
nical skills properly applied and ex- 
ploited, the utilities will be better able 
to cope with the future and to more 
readily convince the nation that the 
investor-owned companies fill an im- 
portant niche in the economy. 














Dated November 1, 1960 


BLYTH & CO., INC. 
HARRIMAN RIPLEY & CO. 


Incorporated 
LEHMAN BROTHERS 


A. C. ALLYN AND COMPANY 
Incorporated 
HEMPHILL, NOYES & CO. 
LEE HIGGINSON CORPORATION 
PAINE, WEBBER, JACKSON & CURTIS 


October 26, 1960. 








This announcement is neither an offer to sell nor a solicitation of an offer to 
buy any of these Debentures. The offer is made only by the Prospectus. 


$250,000,000 
American Telephone and Telegraph 
Company 
Thirty-Two Year 444% Debentures 


Interest payable May 1 and November 1 in New York City 
Price 101.656% and Accrued Interest 


Copies of the Prospectus may be obtained in any State from only such 
of the undersigned as may legally offer these Debentures in 
compliance with the securities laws of such State. 


MORGAN STANLEY & CO. 
GLORE, FORGAN & CO. 


KIDDER, PEABODY & CO. 


STONE & WEBSTER SECURITIES CORPORATION 


A. G. BECKER & CO. 
Incorporated 
HORNBLOWER & WEEKS 


Due November 1, 1992 


GOLDMAN, SACHS & CoO. 
LAZARD FRERES & CO. 
SMITH, BARNEY & CO. 
WHITE, WELD & CO. 
DREXEL & CO. 

W. E. HUTTON & CO. 
F. S. MOSELEY & CO. 


DEAN WITTER & CO. 
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FPRA Trust Sessions WELL ATTENDED 


Jordan Crouch Chosen President 


the Financial Public Relations As- 
sociation attended by 1,400 delegates at 
the Statler-Hilton Hotel in Boston on 
October 31-November 4, Jordan J. 
Crouch, vice president of First National 
Bank of Nevada, Reno, was elected the 
new president. He succeeds Reed Sass, 
vice president of Fort Worth National 
Bank, who becomes a member of the 
board of directors. 

Other officers elected were: Ist Vice 
Pres. — John P. Anderson, vice presi- 
dent, First National Bank of Passaic 
County, Paterson, N. J.; 2nd Vice Pres. 
—Ernest G. Gearhart, Jr., vice presi- 
dent, First National Bank, Miami; 3rd 
Vice Pres. — Harold W. Lewis, vice 
president, First National Bank, Chicago; 
Treas. (re-elected) — Robert A. Bachle, 
vice president, National Boulevard 
Bank, Chicago. The new program chair- 
man for the Trust Department is Thom- 
as A. Slaughter, trust officer, First Na- 
tional Bank, Atlanta, and the new trust 
development editor for the Bulletin is 
Sinclair J. Harcus, trust officer, Manu- 
facturers National Bank, Detroit. 

The 1,400 attendants represented 48 
states and four nations. The Association 
now has over 2,600 members in all. 

Paul Sargent, Boston attorney, was 
the lead speaker at the Trust Depart- 
mentals. He discussed “Recent Develop- 
ments in Taxation Affecting Estate Plan- 
ning” covering the period since January 
1, 1959. The tide is still running strong- 
ly against the Government in decisions 
related to transfers made in contempla- 
tion of death. For example, one octogen- 
arian made a change to reduce income 
taxes rather than estate taxes. Another 
simply wanted the children to have the 
money while they were young. The 
courts know that regardless of their age 
all people are thinking of living rather 
than dying. There are dangers, however, 
such as in the case of the son who ob- 
tained $75,000 from his dying mother 
only to have it taxed and subject to a 
50% penalty charge. 

Whether a widow’s allowance will 
qualify for marital deduction will de- 
pend on the law of the state involved. 

Charitable gifts and bequests must be 
carefully watched. A vow of poverty by 
a member of a religious order was held 
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not to make a gift to him charitable. 
The word “benevolent” in a will may 
not be interpreted as being the same as 
“charitable.” The status of Mr. Dulles’s 
bequest to the New York Bar Associa- 
tion is still unsettled. Under one will it 
was ruled — and upheld by the court 
— that since there was only one chance 
in five that the widow would die before 
the money was used up, there was no 
charitable remainder. 

It is wise for a will to give some speci- 
fic bequest of money to the wife. In this 
manner she will receive some funds 
without getting into the tax squeeze, 
though the amount that will be so judged 
may in practice have limitations. 

In setting up trusts for minors, the 
speaker noted that care must be taken to 
insure the minor’s rights when he comes 
of age. One trust, for instance, gave the 
boy the money at age 21 “but he had to 
do something about it.” For this reason 
the Government denied the exclusion. 

An irrevocable trust with the settlor 
as co-fiduciary runs the risk that the 
whole thing may be thrown into the es- 
tate. The only sure way is to appoint a 
bank and leave the settlor out of it. 
Also trusteeships which are only a pre- 
tense should be avoided lest the marital 
deduction advantages be lost. 

Valuation of close corporations is a 
most knotty problem, and the Govern- 


ment knows it. Evaluate them as of the 
time the man died. Take into account 
the nature of the business, economic 
conditions, earning capacity, and any- 
thing else that will support the deter- 
mined valuation. Beware of later danger 
from making too low valuations. What 
looks like capital gain may be construed 
as regular income. Buy-and-sell agree- 
ments must commit the parties not to 
sell their stock except to each other. 
This should be checked while the parties 
are still alive. Further, a buy-and-sell 
agreement should not be set up unless 
a bank is appointed. They may not be 
“permanent,” Mr. Sargent observed, but 
they do have the needed qualifications. 

Jointly held property is wrong 99 
times out of 100. Changes in market 
values may throw the estate plan out of 
proportion. The will may say to pay 
the taxes out of the residue and the 
residue may not be sufficient. 

Marital deduction cases are getting 
more and more difficult. The life estate, 
depending on local law, more often than 
not fails to qualify for marital deduc- 
tion. In general, one should ask “Would 
you do the same thing if it did not save 
taxes?” Then if the answer is “No.” 
throw the plan out. 

In discussing pecuniary legacies the 
speaker observed that clients understand 
dollars much better than fractions of an 








Newly elected officers of the Financial Public Relations Association are, left to right: 

Treas.—Robert A. Bachle, vice president, National Boulevard Bank, Chicago; 3rd Vice 

Pres.—Harold W. Lewis, vice president, First National Bank, Chicago; Pres.—Jordan J. 

Crouch, vice president, First National Bank of Nevada, Reno; Ist Vice Pres.—John P. 

Anderson, vice president, First National Bank of Passaic County, Paterson, N. J.; 2nd 
Vice Pres.—Ernest G. Gearhart, Jr. vice president, First National Bank, Miami. 
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estate. One client called about a formula 
clause in the will and asked what it 
meant. When told that it would add 
some $700,000 to her inheritance, she 
said “I understand perfectly.” 

Estate planning is “Preparedness,” 
Mr. Sargent said in summing up. The 
first job of estate planning is to make 
it unnecessary to go to the court except 
for probate. Construct a plan that will 
build and preserve character as well as 
dollars. Keep flexibility. Use the tools 
of your trade in the proper manner. 


Corporate Trusts 


There is a danger of complacency in 
developing corporate trust services, Ray 
F. Myers, second vice president, Conti- 
nental Illinois National Bank & Trust 
Co., Chicago, stated in his talk on this 
subject. It is too easy to think of such 
appointments as permanent, whereas 
research shows that corporate accounts 
often are terminated or shifted to some 
other bank because of dissatisfaction, 
mergers and acquisitions, or a change 
in the men at the corporation who de- 
termine the appointment. In addition, 
some corporate accounts by their very 
nature are self-terminating. To obtain 
new business, therefore, is essential. 


The first step is to look inside your 
own bank and learn what makes your 
service different from that of other 
banks. It may be a new machine, the 
experience of your staff, your location 
or something else. Find it and build on 
it. 

Likely prospects are companies that 
want to raise money, government en- 
tities concerned with financing construc- 
tion, companies that have the mergers 
or acquisitions, and companies where 
the secretary is nearing retirement and 
no adequate replacement is available 
within the organization. Also there are 
co-transfer possibilities to be thought of, 
and particularly the chance of selling 
additional corporate services to present 
customers. 


To find salesmen, begin with yourself 
and your own contacts, Mr. Myers said. 
Look to investment bankers who often 
are in a position to name transfer 
agents. Keep in touch with attorneys, 
the bank’s directors, and — again — 
present customers. Talk with your re- 
gional stock exchange. Check the state 
transfer tax situation — you may be in 
a preferred position. Above all, look to 
the commercial officers in the bank. 


Commercial officers, however, need to 
be informed. Start with showing the top 
men in staff meeting what corporate 
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trust work gains for the bank. Talk 
about what you actually do for custom- 
ers (regarding tax savings, mergers and 
acquisitions, for example), about your 
experienced staff, your interest in bond 
issue trusteeships where loans are not 
feasible. Follow this with addressing 
group meetings where you talk about 
the regions or industries visited by the 
particular group and what you can do 
for them, or already are doing for them. 
Sometimes individual companies should 
be discussed . . . . the ones they visit. 
The commercial officers will catch on. 
Finally, reach the man who makes the 


calls. Try to get a copy of the call list 
a week ahead of time. Find out what 
kind of notebook this man carries and 
prepare pages to fit it containing re- 
sults of your check on what you could 
do for each company, any previous con- 
tacts, and any known shareholders. Tell 
him the possibilities you see for corpo- 
rate trust business and what you have 
to offer. You will be giving him some- 
thing new to talk about, especially when 
he calls on men he has seen a number 
of times in the past. 

How can the commercial officers 
recognize a good corporate trust pros- 





TRUST ADVERTISING 


THAT IS RIGHT ON TARGET! 





We quote from a letter written by a Trust 
Officer who is using PURSE trust advertising: 


“Seventeen days ago, we mailed 540 letters, 
offering the masterbook prepared for us by 
The Purse Company. The response has been 


so amazing that as of today — only 17 days 
later — our entire purchase of 275 books is 


exhausted. Our purchase order for an addi- 
tional 200 books is enclosed.” 


No question here about CAUSE and EFFECT! 


PURSE customers do not hesitate to tell us 
how readily they trace new trust business to 


their advertising. 


PURSE can do the same for you. Just let us 
know by letter or COLLECT telephone call 
that you would like to see a PURSE repre- 


sentative. 


The Parse Coupon 
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pect? One of the best answers is to give 
them some examples of the kinds of 
business you do and do not want. Some 
propositions are good business for one 
bank, but not suited to another. In any 
case, of course, make sure your connec- 
tion is with a company doing a legiti- 
mate business, having good manage- 
ment, and in a sound financial position. 

One of the added values of corporate 
trust business today arises from the tre- 
mendous number of people who are buy- 
ing securities for the first time. They 
need all the protections a corporate trust 
department can provide. 


Marital Deduction 
and Powers 


A detailed presentation of the Mari- 
tal Deduction and also of Powers of 
Appointment was given by Richard J. 
Turk, New York attorney. On the form- 
er topic Mr. Turk covered (a) whether 
to use it or not, (b) methods of using 
the deduction, and (c) the fraction-of- 
residue clause. Mr. Turk also dis- 
cussed powers of appointment in gen- 
eral, the pertinent provisions of the Fed- 
eral Estate and Gift Tax Laws, the cre- 
ation of powers, and the exercise, non- 
exercise and release of powers. 

By request Mr. Turk summarized the 
present situation on Pour-Over Wills. 
The advantages, he said, were chiefly in 
dealing with fewer trusts, fewer courts, 
fewer accountings, being able to draw 
a simpler will, and handling assets in 
other states. There is divergence in state 
statutes and case law applicable to this 


problem and court decisions have been 
causing many questions, he said, main- 
ly concerned with cases where the trusts 
were revocable or amendable. If the 
trust is irrevocable, the plan is probably 
safe, Mr. Turk summarized, but if the 
trust is revocable, it is probably wise 
to- draw a new will or a codicil every 
time the trust is amended. 


Direct Mail 


“Trust Selling Through Advertising 
and Related Media” was presented by 
three experts. The direct mail program, 
while used by all three, was described 
by G. T. Lumpkin, Jr., trust officer, 
Wachovia Bank & Trust Co., Winston- 
Salem, N. C. Three syndicated mailings 
go out regularly — one to the general 
prospect list and for retention selling; 
one for customers and prospects who 
desire a more technical approach; and 
one for potential retirement prospects. 
The first two are monthly; the last one 
quarterly. 

Statement inserts are frequently used 
and the feed-back shows they are read. 
Examples of these were quotations from 
well known people and books (“Peter 
Didn’t Leave a Will” — Catherine Mar- 
shall; a quote on procrastination from 
Billie Burke’s book “With Powder on 
My Nose”). If inserts are interesting, 
imaginative and of a quality nature, ex- 
perience shows they get consideration. 

Interviews are followed up the next 
day with a mailing. A supply of broch- 
ures, folders and booklets is available 
to the interviewer, as well as specialized 
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letters. Sometimes passages are under. 
lined in red or blue. For commercial 
officers a folder entitled “What ‘and 
Trust Company’ Means To You” js 
available. This goes with the commer. 
cial officer’s follow-up letter when a 
customer or prospect has indicated an 
interest in trust services in general, 
Most inserts are limited to one topic. 


In approaching the Bar, Wachovia 
has each year mailed out Lawyers’ 
Desk Books incorporating the court cal- 
endar of the North Carolina Superior 
Court and including footnotes about 
Wachovia. In 1961 the joint Statement 
of Principles adopted in North Carolina 
in June 1960 will constitute the fore. 
word, In 1958 the “North Carolina Will 
Manual Service,” published by Blake. 
more & Gathright of Louisville, Ky., was 
offered to several thousand law firms in 
the state at a’ price just under purchase 
cost. The first edition is now exhausted 
and the second is selling well — at $12 
a copy. Wachovia pays for all supple- 
mentary material. The Manual has cre- 
ated “a tremendous amount of good 
will” and has visibly been of assistance 
in the drafting of wills and trusts. 


Each bank must select its own media 
for trust promotion according to local 
circumstances, Mr. Lumpkin said, but 
some degree of direct mail will always 
be needed, Flexibility and willingness to 
change are essential. 


Newspapers 


Newspaper advertising has an ad- 
vantage over radio and TV in that it 
can be read as many times as the reader 
wishes, Mert Reade, advertising direc- 
tor, Valley National Bank, Phoenix, 
Ariz., said in discussing the use of this 
medium for trust promotion. Advertise- 
ments can even be clipped out and 
saved. His bank places copy in the f- 
nancial section, but also once or twice 
a week in other portions of the paper. 
In this manner the message can reach 
others besides business executives. 


A preference for cartoons over photo- 
graphs was indicated by the speaker, 
partly because line drawings may come 
out better, in newsprint and partly be- 
cause in the drawings you can have the 
characters exactly as you want them. 
Plenty of, white space to separate the 
trust ad from surrounding material is 
desirable, and a good heading is im- 
portant ag it helps to sort out the read- 
ers and draw those who will be good 
trust department prospects. 


Sometirhes the indirect approach can 
be combined with the effective head- 
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line. One ad, for example, was headed 
“Attention all Millionaires” with a small 
asterisk. This asterisk referred to a 
small, handwritten line at the bottom 
saying “Non-millionaire deposits invit- 
ed, too!” The striped-pants, frock-coat- 
ed figure in the ad was lighting a cigar 
with a dollar bill and glaring at the 
reader. This advertisement was almost 
“required reading.” The humorless 
reader would look to see what the bank 
was saying to millionaires. The savvy 
audience would look out of curiosity. 
The real millionaires would look to see 
if they had missed any tax-gimmicks. 


Among the successful trust ads used 
by Valley National, one shows a couple 
dancing, the woman looking over her 
partner’s shoulder at the reader. She is 
attractive, well drawn, and has charac- 
ter. The bold heading: “Hints for Wives 
of Successful Men.” Heading and the 
copy below were designed to appeal to 
both men and women. The women 
“don’t overlook any bets” and the men 
either consider themselves successful or 
want to become so. The text was comp- 
limentary to both husbands and wives. 
Another trust ad shows a gray-haired 
matron at tea at the end of a reporter’s 
interview. The woman reporter — “out 
of just plain womanly curiosity” — asks 
one last question: How did this busy 
housewife, mother and clubwoman ever 
manage her husband’s estate which in- 
cluded two companies, real estate and 
investments ? 


People are always interested in 
people, Mr. Reade pointed out. He pre- 
fers to use the light touch, colloquial 
language and to get the most mileage 
out of an ad. Often they are blown up 
for lobby use. Copies of ads boosting 
attorneys or life underwriters are mail- 
ed to the appropriate group. They always 
ask the reader to consult his lawyer. 


Over-all Approach 


The experience of New England Trust 
Co., Boston, in trust advertising was de- 
scribed by Norman C. Hoffman, vice 
president, who noted that use of direct 
mail, newspapers and_ periodicals is 
needed to reach a large and widely 
scattered prospect list. People in their 
late fifties are a particularly fruitful 
field for trust solicitation since their 
children, if any, are grown, the family 
situation is changing, and father’s re- 
tirement is not too far away. New Eng- 
land Trust maintains a fairly large mail- 
ing list including trust customers and 
beneficiaries, third party influence 
people, and names in the will file. 
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In regard to the will file, discussion 
at the end of the talk supplemented the 
remarks of Mr. Hoffman, who favored 
follow-up to help retain the appoint- 
ment and to keep the addresses up to 
date. Some in the audience suggested 
that such letters might cause some re- 
cipients to transfer a will they had for- 
gotten to some other executor-trustee. It 
was suggested that personal letters from 
the officer who made the original con- 
tact might be best. Mr. Lumpkin report- 
ed that Wachovia Bank & Trust Co. had 
discovered by a recent check-up a loss 
of 20% of the appointments in the will 
file. However, these losses were simply 
discovered — not caused — by the 
letters, and on the other hand the check- 
up produced three new (additional) 
wills for every one that was lost. 

About 44% of the advertising budget 
at New England Trust goes for direct 
mail, Mr. Hoffman stated. In general, 
syndicated material is used for highly 
technical subjects and the bank’s own 
booklets for presenting its own services 
and advantages for the customer. Es- 
tate planning messages “always pull a 
lot of interest and responses,” he said, 
but some three years ago a group of 
Massachusetts lawyers attempted to gain 
passage of legislation designed to re- 
strict trust advertising and solicitation 
of appointments as executor or trustee. 
The restrictive legislation did not pass, 
but this led to emphasis on the Manage- 
ment of Money in the bank’s trust pro- 
motional material. In three years the 
number of agency accounts being open- 


ed annually has doubled. 





All advertisements and mailing mate- 
rial are circulated among employees. 


Correspondent Banks 


Selling trust business by means of a 
co-fiduciary arrangement with corre- 
spondent banks was discussed by David 
M. Neill, trust officer, North Carolina 
National Bank, Charlotte, who noted 
that the plan was partly dictated by lo- 
cal conditions in that state. It has been 
profitable in this instance because his 
bank has insisted on careful preparation 
in each case, has dealt with correspond- 
ent banks where the local officers were 
of high quality, and because the contact 
officers have become good trust new 
business men. 

The co-fiduciary relationship involves 
the necessity of the smaller bank hav- 
ing trust powers. Before accepting any 
piece of business answers are worked 
out to the following questions: Are the 
prospects financially worthwhile for the 
bank? How will the fees be divided? 
Exactly what duties will each bank per- 
form? There is no splitting of fees on 
any testamentary trusts — only for es- 
tates. Cash balances in the local bank 
are not moved unless and until they 
are part of a trust. Collateral benefits 
and prestige (in being able to serve as 
co-executor) are often more important 
to the local bank than the fees. 

Discussion brought out the fact that 
there is a variety of methods for ap- 
proaching the correspondent relation- 
ship in regard to fiduciary accounts, de- 
pending on the situation of the individ- 
ual bank and its business area. 
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N OcTOBER 6 AND 7 THE NEw YorK 


University Graduate School of 
Business Administration held a Pension 
Trust Conference under the general 
title: “Corporate Pension Trust Fund 
Management: Policies for the 1960's.” 
The Corporate Fiduciaries Association 
of New York City assisted in the prepa- 
ration of the program which was heard 
by about 120 pension trust officers and 
others. 

Among the speakers was Dr. Roger 
F. Murray, Sloan Colt Professor of 
Banking and Finance at Columbia Uni- 
versity. He reported on a survey con- 
ducted by the National Bureau of Eco- 
nomic Research to discover whether 
pension fund accumulations represent 
an addition to the aggregate of personal 
savings (life insurance, savings ac- 
counts, securities, etc.). Briefly: “The 
households covered by pension plans 
appear to save in forms other than pen- 
sion equities as much or more than the 
similarly situated households not cov- 
ered.” 

This is, perhaps, a surprising result. 
As Mr. Phillip Cagan wrote in the 40th 
Annual Report of the Bureau: “The im- 
plication would be that aggregate per- 
sonal saving is now higher, and _ will 
tend to grow still higher than it would 
otherwise as the equity in pension funds 
grows. Although the effect of the growth 
of pensions on saving suggested by 
these results may not last forever, it 
could be sizable over the next decad2 
or two.” 

Another speaker was Dr. Marcus 
Nadler, professor of finance at NYU 
and consulting economist to the Han- 
over Bank. He asked: “Will the process 
of inflation continue in the future at 
the same rate as during the past two 
decades?” His answer in brief was: 
“Barring unforeseen events, the process 
of inflation has largely run its course. 
From now on any increase in commod- 
ity prices will be relatively small. The 
cost of services [and “aside from medi- 


1078 








PENSION and PROFIT SHARING DIGEST .. . 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


N.Y. U.’s PENSION TRUST CONFERENCE 


cal services, retired people are less de- 
pendent on services than employed per- 
sons”] will, however, continue to rise.” 

If Dr. Nadler is correct in his prog- 
nosis, pension fund investment advisers 
will have some serious problems to 
solve. The days when equity prices rose 
steadily all across the board by 5% a 
year or more will have gone for good. 
Equities will, in fact, revert “to their 
old, and some would say proper, status 
as risk investment” (The Economist, 
London, Oct. 22, 1960). The pension 
fund investor must thus look for equi- 
ties with a potential of real growth. 
And this is not nearly so easy as might 
appear. “Any simple idea that technical 
progress in itself guarantees glittering 
financial returns should have been 
killed long ago by the experience of the 
nuclear power contractors; shares of 
heavy electrical companies, the dazzling 
growth stocks of 1955, are still falling” 
(The Economist, 1. c.) 

A “tough” investment climate causes 
the investor to look around for novel 
outlets for his money. The labor unions 
are planning to invest some of their 
welfare and pension funds in guaran- 
teed mortgages (U. S. News & World 
Report, August 29). And the United 
Steelworkers of America is proposing to 
earmark more than one-and-a-half bil- 
lion dollars of pension reserves for the 
construction of hospitals and medical 
centers in steel communities (The New 
York Times, Sept. 21). Another ex- 
ample comes from Canada in the shape 
of a speech by Mr. William M. Mercer 
to the Canadian Institute of Chartered 
Accountants reported in The Financial 
Times (Montreal) of October 7. Mr. 
Mercer advocated the “employment of 
pension monies in the business of the 
employer” and the ownership of prop- 
erty (possible belonging to the em- 
ployer) outright. Speaking of equities 
he preferred those with a “land con- 
tent,” e.g. minerals, water power, tim- 
ber, etc. 





Returning to our brief review of the 
NYU Pension Trust Conference we note 
that one of the speakers was Dr. Marion 
B. Folsom, former Secretary of the U. §, 
Department of Health, Education, and 
Welfare. His topic was “The future rela- 
tion between social security and private 
pension plans.” In his opinion the so- 
cial security system is sound and our 
economic structure has been strength- 
ened rather than weakened by its ex- 
istence. However, because the system is 
designed to provide only “the minimum 
protection to prevent dependency,” em- 
ployers are finding it necessary to pro- 
vide supplemental benefits, so that their 
retired employees can maintain a rea- 
sonable standard of living. 

One of the speakers from industry 
was Mr. R. C. Tyson, chairman of the 
finance committee of U. S. Steel Cor- 
poration. In his view: “Anyone who is 
to carry financial responsibility for [a 
corporation’s] pensions should partici- 
pate fully in the formulation of the pen- 
sion plan and equip himself with the 
finest actuarial counsel.” Among other 
duties “the financial man should evalu- 
ate the available funding methods to 
assure that the one selected will be the 
one most suitable and yet be consistent 
with meeting the actuarially established 
obligation.” 

For the benefit of our readers the 
latter is the single-sum present value of 
the aggregate estimated future pension 
and other benefit payments to be made 
under the plan to the survivors of all 
today’s employees. How many employ: 
ers, or their attorneys or accountants, 
ever ask the plan’s actuary for his esti- 
mate of this liability? Yet it is only 
from a knowledge of this sum that the 
company’s financial adviser can plan its 
future amortization (by spreading it 
over the future service-lifetimes of the 
employees, or by splitting it into “nor- 
mal” and “past service” costs, and s0 
on). “U. S. Steel has come to the con- 
clusion,” said Mr. Tyson, “that the 
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funding of both the current and past 
service costs is the preferable one from 
many points of view, including those of 
the employees, the stockholders, and the 
country at large.” 


PENSIONS FOR MEDICAL MEN 


OCTORS OF MEDICINE ARE NOW THE 
D only large group of self-employed 
professional men who remain outside 
the Social Security Act. Those who feel 
that eventual coverage of medical men 
is certain can point to the advantages 
of staying out as long as possible — 
the period during which social security 
taxes will be payable by the individual 
becomes shorter as each year passes. 
On the other hand delay results in many 
older doctors retiring without the bene- 
fit of a social security base to their re- 
tiremen! income. 

Whatever the merits of the case for 
keeping doctors out of the system, 
there is no doubt that sooner or later 
most of them are going to feel the need 
to retire from active employment. And 
the more provident among them must 
already be thinking in terms of assur- 
ing themselves an eventual retirement 
income. This is why there has been such 
interest in the Treasury’s proposed reg- 
ulations* which laid down the criteria 
that would enable a group of physicians 
operating a clinic or the like to b> 
judged as a corporation for income tax 
purposes. For among the tax advantag2s 
enjoyed by a corporation is its ability 
to set aside as an item of current ex- 
pense contributions towards the pen- 
sions of its employees, including therein 
its owner-executives. 

A number of the writer’s clients con- 
sist of medical clinics that have taken 
advantage of this proposed ruling 
(which repreesnts Treasury opinion and 
practice even though it is not yet in its 





*This column, February 1960. 


final official form). These clinics have 
set up pension plans for their staffs of 
female (and thus unlikely to benefit) 
employees and for the doctors who own 
and operate the organization. 

This course of action is not, however, 
available to the numerous individual 
medical men around the country. Their 
interest has, therefore, been focussed on 
the Self-Employed Individuals’ Retire- 
ment Act — the Keogh Bill — passage 
of which now seems unlikely. This Act 
would have enabled doctors, either in- 
dividually or as part of a professional 
group, to contribute to a life insurance 
policy or a trust fund in order to pro- 
vide income for themselves after retire- 
ment. These contributions would have 
been tax-deductible as made and only 
the eventual pension payments would 
have been subject to income tax. 

It is with this background that we 
may examine the recently announced 
“Unified Retirement Investment Trust” 
of the Colorado State Medical Society. 
This was “designed by Colorado doc- 
tors for Colorado doctors, with the as- 
sistance of legal, pension, and insurance 
experts.” Briefly it consists of four 
“Plans.” Plan I is a 65:35 split of the 
individual’s annual contribution _ be- 
tween a balanced trust fund and a Life 
Income Endowment Insurance with $1,- 
000 immediate death benefit for every 
$10 a month retirement income. Plan 
II, normally for those with impaired 
health, uses the same 65:35 split but 
with the smaller percentage going to a 
Deferred Annuity (with return of pre- 
miums on death). Plan III omits the 
insurance policy altogether, and Plan IV 
provides for excess contributions under 
any of the other three plans. 

To the writer’s mind this is a rocket 
that turned out to be a damp squib. In 
spite of the Society’s claim that the 
“program is effective and most worth- 
while, with or without favorable tax 
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“doors” in 
use at Third National Bank, Nashville, 
Tenn. The stream of air flows from top 
to bottom, permits free passage of people 
but maintains inside temperature and ex- 
cludes dust and dirt. 


legislation” our impression is that with- 
out tax-deductibility of the individual 
doctor’s contribution and the interest 
credited on them in the trust the pro- 
gram is no better and no worse than a 
number of other avenues open to the 
private investor seeking a nest egg for 
his old age. While “group underwriting” 
of the insurance policies would have 
been available under Plan I if at least 
250 members of the Society participa- 
ted, this feature will be replaced by the 
usual “evidence of insurability” in the 
contrary (and more likely) case. 

Here is an excellent idea scotched by 
lack of the appropriate tax legislation. 
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PROPERTY PROBLEMS OF NEW RESIDENTS 


“egal Consequences of Removing to or from 
Community Property State 


ROBERT EMMET CLARK 


Professor of Law, The University of New Mexico College of Law, Albuquerque 


SHALL ANTICIPATE AT THE OUTSET 
| yen you are generally interested in 
the marital property of new residents in 
at least three situations: 


1. The new residents who arrive 
(with or without property) in com- 
munity property states from common 
law states and later acquire property. 


2. The removal of such persons to 
other states, common law or com- 
munity, while still owning property 
in one or more states. 


3. The exchanges of property of 
new residents in community property 
states either with third persons or 
between the spouses. 


In the 42 common law states, the wife 
may have a statutory or common law 
interest in the husband’s property real 
or personal when he dies. The essential 
point to see is that the husband owns 
the property. In the 8 community 
states,* the husband controls the com- 
munity property, but he does not own 
more than half. 


In the accurate sense, “marital prop- 
erty” means any interest one spouse ac- 
quires in the property of the other 
spouse by virtue of the marriage. This 
covers rights, powers, privileges, and 
immunities but excludes expectancies 
(the hope of one described in the will 
of a living person is a mere expectancy). 
This definition means specifically that 
the wife acquires rights in the hus- 
band’s property and he in hers. It does 
not mean that one spouse acquires own- 
ership of the other’s property. For ex- 
ample, in common law states, a wife 
may be entitled to a statutory share of 
her husband’s real or personal property 
upon his death, but the property itself 
remains the property of the husband. 
This is quite different from the owner- 
ship of community earnings by husband 
and wife even though the power of dis- 
position still remains in the husband. 


Before 34th Western Regional Trust Conference, 
A.B.A. Trust Division, Phoenix, Nov. 1960. 

*Arizona, California, Idaho, Louisiana, Nevada, 
New Mexico, Texas, and Washington. 
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“Family Property” 


We may think of marital property as 
any property made use of by the “fam- 
ily unit.” The term we might substitute 
is “family property.” The notion of 
community property approaches the 
family property concept of marital own- 
ership and use. 

The community property idea, under 
which a majority of people in Western 
civilization live, proceeds from the no- 
tion of a merger of the husband and 
wife, not into the husband as legal en- 
tity, but into a family unit. It proceeds 
on the notion that a new class of prop- 
erty, apart from the property of each 
spouse, is responsible for the obliga- 
tions of the family unit. Community 
property doctrine in the hands of com- 
mon law judges and lawyers has suf- 
fered many judicial miscarriages and 
legislative abortions but the central idea 
of a class of family property remains. 
Individualistic common law notions 
have never permitted us to accept fully 
the “family property” idea in the com- 
mon law states except in negative fash- 
ion in the family allowance and family 
expense statutes, which are largely rem- 
edies for creditors rather than an aid 
to family solidarity. 

The community property idea starts 
from the premise that ownership and 
control are separated. The husband has 
control over the community property 
but not complete ownership. In the tra- 
ditional community property law, the 
husband also had control over the in- 
come from separate property, or con- 
trol over the use of such property. These 
fruits or benefits were used by the fam- 
ily; they were 
community proper- 
ty although the 
husband had no 
power to change 
the ownership of 
his wife’s separate 
property, nor did 
she have power to 
change his title to 


ROBERT EMMET CLARK 


separate property. Thus both spouses in 
fact and in law owned and used the 
“family property”; that is, the commu- 
nity property. 


Exelusions and Definitions 


Before examining specific problems 
of new residents, we should eliminate 
from consideration premarital contracts, 
the effect of the marriage on prior 
property interests of either spouse, and 
postmarital contracts between husband 
and wife. We are concerned with inter- 
state movements of property and 
changes in its form and characteriza- 
tion as separate or community property. 
We are particularly interested in the 
application of an Arizona statute that 
reads: “Marital rights in property 
which is acquired in this state during 
marriage by persons married without 
the state who move into the state shall 
be controlled by the laws of this state.” 

But first we must clarify some terms 
to be used. 

Generally, community property is any 
property acquired by the spouses while 
living together and as a result of skill 
or industry. On the other hand, any 
property obtained by either spouse 
through gift or inheritance (that is, 
from outside the marriage) is separate 
property. This last generalization is not 
quite accurate. For example, it will not 
prevent a father from giving his daugh- 
ter and his new son-in-law property that 
he intends the couple to have as com- 
munity property. However, he must be 
clear about his intention or the “source 
doctrine” will be employed to trace the 
gift back to him and thus make it sepa- 
rate property although the interests of 
the spouses remain joint and undivided. 

The reference to separate property in 
the common law states is not always 
the same as it is in comunity states. For 
example, a married woman’s wages in 
a common law state are separate prop- 
erty under the Married Women’s Acts. 
In the community states, they are com- 
munity property while she is living with 
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her husband even though they may be 
exempt under statutes from claims of 
her husband’s creditors, as for example 
in California and New Mexico. 

The income and fruits of separate 
property are not treated the same in all 
of the community statutes. This alter- 
ation is not logical but has great utility 
and is the traditional civil law rule. It 
supports the point I have made about 
“family property” being the property 
that is used by the family. A different 
doctrine which provides that income 
from separate property remains sepa- 
rate property is based on an early Cali- 
fornia interpretation of a provision in 
the constitution that is the same as the 
one in the Texas constitution which em- 
braces the old civil law doctrine. By 
statute, 5 states, including California, 
follow this altered doctrine. Obviously, 
there are bookkeeping problems under 
the Texas system in drawing the line 
between the separate principal and com- 
munity income; but the problems in the 
other states under the California rule 
are much worse, for there income from 
property and income from earnings 
must be separated. Where property is 
put to use these problems become com- 
plicated. They also demonstrate the util- 
ity of the notion of “family property.” 

The expressions “common ownership” 
or “joint ownership” require clarifica- 
tion. In the common law states, the 
terms generally refer to joint tenancy, 
tenancy in common, and tenancy by the 
entirety, where that estate still exists. 
Tenancy by the entirety exists only be- 
tween spouses. The other estates may 
also exist between or among other per- 
sons outside any marital relation. In 
common law states, the phrase “com- 
mon ownership” or “joint ownership” 
may refer to any one of these common 
law estates and to community property 
ownership also. The confusion is in- 
creased by the knowledge that in com- 


munity states these common law estates 
(with the exception of tenancy by en- 
tirety) may exist side by side with com- 
munity property. For example, in Cali- 
fornia and New Mexico a statute reads: 
“Husband and wife may hold property 
as joint tenants, tenants in common, or 
as community property.” In Arizona the 
court has said that husband and wife 
may hold property as joint tenants in 
derogation of community _ property 
statutes provided it clearly appears that 
they have agreed to take the property 
in this manner. The decisions also indi- 
cate generally that husband and wife 
may hold partnership interests between 
themselves or with third persons. 
Undivided separate property interests 
are not the same as community prop- 
erty. The joint tenancy is an example. 
Its most important attribute is the right 
of survivorship. When one reads that 
the court in California or New Mexico 
has said that property held in joint ten- 
ancy may be community property, there 
is an apparent contradiction. The ex- 
planation is based on the intention of 
the parties at the time of the transac- 
tion. Since many deeds are prepared by 
persons who do not understand the con- 
sequences of the different estates, the 
courts attempt to find out what the par- 
ties intended at the time title was taken. 
Domicile is often equated with resi- 
dence. It is a narrower concept than 
residence. Domicile means essentially 
physical presence in one state with no 
present intention to leave or to go to 
another state. It is a troublesome con- 
cept and perhaps should be abandoned, 
especially in divorce matters. The law 
of domicile determines the character of 
separate or community property ac- 
quired during the marriage. In resolv- 
ing problems of characterizing property 
as separate or community, the commun- 
ity states have two strong devices which 
strengthen the “family property” con- 
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cept: the presumption that all property 
acquired after marriage is community 
property and the “source doctrine” 
which allows tracing of the origins of 
property. 

Perhaps the best way to examine 
these terms as applied to a few problems 
is in the context of fact situations. In 
the following ones, attention should be 
directed to three matters: (1) the char- 
acter (or origin) of the property as 
separate or community; (2) its nature 
as real or personal property (immov- 
able or movable); and (3) its specific 
form, whether that be cash, bank de- 
posits, or other personal property. 


Hypotheticals 

Suppose a childless couple, H and W, 
had lived all their lives in Colorado, a 
common law state, until 1957. In that 
year, H retired and the couple moved 
to Phoenix. H had accumulated an es- 
tate valued at $150,000, including the 
family home in Denver. In 1957 the 
house was sold for cash; and the pro- 
ceeds, together with the couple’s other 
moneys and credits, were deposited in 
a joint bank account in Phoenix. At 
the same time, W deposited in the same 
joint account the accumulated income 
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from a $150,000 tourist court in Texas 
that she inherited in 1945, 

The couple next bought a home in 
Phoenix in H’s name and paid it out 
of the joint account. H also bought a 
large number of stocks and securities in 
his own name out of the funds in the 
joint account. The house and the stock 
and securities were all paid for out of 
the proceeds of the sales of H’s property 
in Colorado. W also bought a new car 
in her name which was paid for entire- 
ly out of the income from her Texas 
tourist court. A short time later H 
bought a valuable tract of land in Calli- 
fornia for investment purposes. This 
land was also purchased with funds 
from the California sales of properiy. 
After these transactions, the couple still 
had a substantial balance in the joint 
account. 

With these essential facts in mind, 
assume two alternative situations: di- 
vorce and H’s death intestate. Assume 
further that under each alternative the 
facts are different in only one respect— 
viz., in one situation, careful records 
were kept of every business transaction 
and of all banks balances; and in the 
other, let us suppose that there were 
no adequate records and the funds had 
been commingled. 


In Case of Divorce 
A. W has sued H for divorce in Ari- 


zona, the domicile of the parties, in 
1960. She asks for a one-half interest 
in all of the property. alleging it to be 
“community property.” 


Colorado, the original domicile of the 
couple, is a common law state that has 
abolished dower rights. The husband 
actually owns the “family property,” as 
I have been calling it. Thus, all of the 
proceeds from:the sale of that property 
in Colorado were H’s separate property. 
The proceeds were still separate prop- 
erty when the couple arrived in Arizona. 
Property ownership is not changed by 
removal to another state. 

The income W received from her in- 
herited property in Texas became com- 
munity property by the law of Texas. 
The character of income from real es- 
tate is determined by the law of the 
state in which the realty is found and 
not the law of domicile of the owner. 
The tourist court of W’s was, of course, 
separate property and remained such. 

The joint account in the Phoenix 
bank, because of what I have just ex- 
plained, originated in part from com- 
munity income. If the joint bank ac- 
count was intended as a transmutation 
as it appears, then the incident of sur- 
vivorship would apply if one spouse 
died. This is because each owns an un- 
divided separate property interest. 

Upon divorce, how would the court 
divide the property? In this version of 
the facts, each party is able to prove the 
source of each type of property and 
every dollar in the account. 

1. The house is clearly H’s under 
the source theory even though it 
seems to contradict Arizona family 
law policy. The same is true of the 


stocks, securities, and California land. 
2. The car was acquired by W 
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with community funds which by the 
law of Arizona would have been 
separate property. Under the tracing 
or source doctrines, the car is com- 
munity property and W has only a 
half interest in it. 

3. The bank account has separate 
and community property origins. If a 
transmutation into a joint tenancy in 
the account was intended, then each 
will own undivided separate property 
interests. 


The technical conclusion under own- 
ership theories is that W is entitled to 
no more than a one-half interest in the 
car and bank account and perhaps large 
alimony, which obviously is much dif- 
ferent from property ownership. I am 
not suggesting that the court would 
reach this decision any more than | 
am suggesting that you will ever find 
a case in which the husband and wife 
keep such careful records as to make 
this result possible. Marriage is not an 
arm’s length bargain — all of the time, 
anyway. 

B. Assume now that no records were 
kept and all moneys and credits were 
commingled in the Phoenix bank ac- 
count; that all of the property was 
treated as “family property.” In this 
case the conclusion is simple. The 
house, the stock and securities, and the 
California land would be community 
property and belong in equal propor- 
tions to the H and W by virtue of the 
social policy of the state of Arizona as 
stated in the community property stat- 
utes and the presumption in favor of 
community property. The Arizona stat- 
ute which reads “Marital rights in prop- 
erty which is acquired in this state 
during marriage by persons married 
without the state who move into the 
state shall be controlled by the laws of 
this state” would come into direct effect 
also. In the previous example, it was 
prevented from doing so by the source 
doctrine as to H’s property and because 
of the joint bank account with respect 
to W’s income from the Texas property. 


Where H Dies Intestate 


We have here again the two varia- 
tions on the keeping of clear and useful 
records that can be admitted in the 
probate proceeding. 


A. Good records would show that 
the Arizona house was separate proper- 
ty of H. The stocks and certificates and 
the California land also originated in 
separate property. The bank account 
came from separate property of H and 
community property. Assuming no ad- 
verse claimant to any part of the estate, 
the widow would inherit H’s separate 
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property interests under the laws of 
Arizona. She would take the bank ac- 
count by right of survivorship. The 
California land would require an ancil- 
liary proceeding in California. Under 
California law the property would go to 
W. An interesting though divergent 
point here is that if H and W had been 
domiciled in California when H died, 
the Probate code provisions would have 
made the property descend to W as 
community property. The 
reads: 


Section 205.1. Upon the death of 
any married person domiciled in this 
State one-half of the following proper- 
ty in his estate shall belong to the 
surviving spouse and the other half 
of such property is subject to the 
testamentary disposition of the de- 
cedent, and in the absence thereof 
goes to the surviving spouse: all per- 
sonal property wherever situated and 
all real property situated in this State 
heretofore or hereafter (a) acquired 
by the decedent while domiciled else- 
where which would have been the 
community property of the decedent 
and the surviving spouse had the de- 
cedent been domiciled in this State at 
the time of its acquisiton or (b) ac- 
quired in exchange for real or per- 
sonal property wherever situated and 
so acquired. 


provision 


This, of course, is a straightforward at- 
tempt to take care of the new California 
resident. 


In the assumed fact situation I just 
gave, the wife would inherit from her 
husband under the succession laws. 

B. If no records had been kept and 
H died intestate and there are no prob- 
lems of adverse claimants who make an 
effort to trace the origin.of H’s prop- 
erty largely for their own benefit, the 
estate could be probated as community 
property under the laws of Arizona. 
This is clear from Arizona social policy 
that favors community (here I will sub- 
stitute the word family) property. The 
California land would be administered 
in the same manner for the reasons | 
have already given. 


Clearing Up the Unknown 


The new resident should know the 
consequences of his removal from one 
state to another. He should also know 
the consequences of purchasing prop- 
erty in one form or another such as 
joint tenancy, or tenancy in common, or 
as community property. The new resi- 
dent is often prejudiced by the un- 
known. Banks and trust companies with 
the power end opportunity to advertise 
and publicize should help dispel the 
confusion and bias. All lawyers would 


NOVEMBER 1960 





Professor A. James Cas- 
ner of the Harvard Law 
School (left) discussed 
“Tax Hazards in the In- 
come Taxation of Trusts 
and Estates” at October 
3lst Forum sponsored by 
The National City Bank 
of Cleveland for attor- 
neys, life underwriters 
and accountants. Burton 
A. Miller (left), vice 
president in charge of the 
Bank’s trust department, 
presided. 





be grateful. Our function often turns 
out to be one of exploiting mistakes or 
bad advice. We have a preventive func- 
tion too, and this is the one we value 
and we think bankers and the public 
value too. If the following general prin- 
ciples were understood. I am sure the 
problems of new residents and_ their 
business advisers would be reduced: 


1. The law of the location of land 
and interests in land determines the 
character of property as separate or 
community. 

2. The law of the domicile of the 
parties generally determines the char- 
acter of personal property. 

3. The character of ownership as 
separate or community property is 
not changed by the removal to another 
state. 

4. The “family property” in a com- 
mon law state is generally the hus- 
band’s separate property even though 
if such property had been acquired 
in a community state it would be com- 
munity property. 

5. The community property policy 





is expressed in a presumption that 
favors a class of property different 
from the individual property of either 
spouse. This policy can be defeated 
or circumvented by the tracing of 
source doctrines. 


6. Community property legislation, 
although diverse in particulars and 
confused in application, is aimed at 
the recognition of a type of “family 
property” which is based on use, and 
the facts of the marital relationship, 
rather than on technical concepts of 
title or ownership. 


A ad Bb 


e At their first luncheon meeting of the 
season on October 11 members of the 
Corporate Fiduciaries Association of 
Poston heard Robert J. Lawthers, direc- 
tor of estate planning services, New 
England Mutual Life Insurance Co. 
Drawing on his forty years of experi- 
ence, Mr. Lawthers discussed “Some 
Uses of Life Insurance and Trusts in 
Estate Planning.” The address was fol- 
lowed by a round-table discussion. 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 
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WoMEN IN TRUST BUSINESS 


Their Importance in Three Categories 


CHARLES W. HAMILTON 


Immediate Past President Trust Division, American Bankers Assn. 


Senior Vice President and Trust Officer, National Bank of Commerce, 
Houston, Texas 


ECAUSE WOMEN ARE SO IMPORTANT 
. the trust business, I have long 
felt that we should admit they exist as 
equals of men, that we should under- 
stand the reasons for their importance, 
and that we should pay them the tribute 
they so richly deserve. Just as in com- 
mercial banking, in the field of trust 
business women are proving themselves 
capable of holding responsible jobs. The 
importance of the women in trust busi- 
ness can best be understood if we con- 
sider them in three categories: as the 
wife of a trustman, as a trust benefici- 
ary and customer, and as an employee 
or officer of a trust department. 

It used to be that bankers and trust- 
men went strictly stag to conventions. 
If the wives went along, they usually 
went shopping and took no part in the 
meetings. Nowadays, the entertainment 
is designed to attract the wife, and the 
few stags that attend spend a goodly 
portion of their time telling friends why 
the wife was unable to make the trip 
this time. This is all to the good. Those 
of us from community property states 
and those from other states, too, realize 
that the practical effect of the marital 
community is for the wife to be ithe 
managing partner, the law to the con- 
trary notwithstanding. So the manager, 
or the chairman of the board, or what- 
ever term used, attends the conference; 
and it is a better conference for it. The 
wives of the trustmen that I have met 
are one of the principal reasons for my 
optimism about the trust business. 
[Here Mr. Hamilton paid particular 
tribute to Grace (Mrs. Gilbert T.) 
Stephenson. | 

Statistics as to the amount of wealth 
controlled by women range anywhere 
from 50 to 75 per cent. It is a most 
unusual trust department where the ma- 
jority of customers are not women. 
Women live longer than men, on the 
average, and therefore one is more often 
the primary beneficiary under a will. 

Condensed from address before 34th Western Re- 


gional Trust Conference, A.B.A. Trust Division, 
Phoenix, Nov. 4, 1960. 
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Sometimes she is named as co-executrix 
and as co-trustee and, where she elects 
to act, proceeds to get a liberal educa- 
tion in what goes on in a trust depart- 
ment. 


It is the women customers who make 
us realize the many facets of human 
nature and who put us on our mettle 
constantly. I contend that a trust de- 
partment is successful in direct pro- 
portion to its ability to inspire confi- 
dence in its women beneficiaries, for 
they are excellent prospects, usually, for 
repeat trust business. 


We have a woman customer who 
reads the stock market quotations as 
though they were a novel. She is a 
pessimist and a worrier. When her port- 
folio increases in value, she calls to ask 
if we shouldn’t sell out before the crash 
comes; and when the market goes off a 
bit, she calls to ask what are we waiting 
for. We have another customer who asks 
us not to send her any statements. She 
doesn’t want to be bothered with them. 
She is a happy-go-lucky type who gets 
a lot of pleasure out of life and has the 
utmost confidence in us. She is every 
bit as much of a problem, however, for 
we too are human; and we must strive 
constantly to see that she is given the 
same errorless service that our constant 
critic receives. 


When I started in the trust business 
30 years ago, all of the employees of 
my trust department were males. Up 
until 1940 we even had male secretaries, 
although we had our first woman sec- 
retary as early as 1926. Today three- 
fourths of our trust department staff 
are women, and their value as employ- 
ees and administrators is in direct pro- 
portion to their training and experience. 
They are indispensable to the operation 
of our trust department. Most of our 
women take A.I.B. courses. 

Last summer I went to the Trust 
School conducted by the Pennsylvania 
Bankers Association at Bucknell Uni- 
versity and was both surprised and 
pleased to find that some 35 of the stu- 





NO TIME OF YEAR FOR TB. 
Is there ever aright time? Of 
course not. But Christmas, 
more than any other season, 
should be a time of glowing 
good spirits, health and hap- 
piness. In the fight against 
TB, it can at least be a time 
of hope—when millions of 
Americans help by using 
Christmas Seals. Answer your 
Christmas Seal letter today. 








dent body of about 170 were women. 
The Board of Regents of The National 
Trust School at its meeting in Septem- 
ber 1960 voted to admit women to the 
1961 session to be held at Northwestern 
University next August. The first 30 
qualified applicants, out of a total class 
of 250, will be accepted. I think this is 
a very fine state of affairs and presages 
even greater growth for the trust busi- 
ness, 

Carl Bimson has said: “Women out- 
number men in banking by a two-to-one 
margin. Given proper opportunity and 
training, they demonstrate executive 
abilities equal to those of most men. In 
many instances, they possess skills not 
duplicated by any men . . . During ihe 
next decade, practically every bank in 
the United States is going to be desper- 
ately looking for ability. The first place 
to look is in our own banks. Good tal- 
ent should not be overlooked because 
it happens to be feminine rather than 
masculine. Deposits have no gender.” 


A A A 
e Robert L. Woodford, vice president 
and trust officer, Delaware Trust Co., 
Wilmington, has been appointed chair- 
man of the Subcommittee on Taxation 
of the Federal Legislative Committee of 
the American Bankers Association. 


TRUSTS AND ESTATES 














en. 
nal 
em- 
the 
ern 

30 
lass 
s is 
ges 
usi- 


put- 
one 
and 
tive 
In 
not 


ihe 


per- 
jace 
tal- 
use 
han 


lent 
Co., 
air- 
pion 
» of 


TES 








Fil | an —_ 


No PLACE FOR Do-It-YOURSELE! 


President, American Bankers Association: 


CARL A. BIMSON 


President, The Valley National Bank of Phoenix 


N OPERATING A TRUST DEPARTMENT, 
-. have a dual responsibility. Not 
only do we provide day-to-day service 
to present users of our facilities and 
know-how, but also we must be prepared 
at some future undetermined date to 
provide money and varied services for 
others who will become our customers 
as the result of our being named trustee 
in a will or as executor or administrator. 

The tremendously increased number 
of persons who have acquired sizable 
estates, resulting from rising values of 
real estate holdings, life insurance pro- 
grams, pension and profit-sharing plans, 
has provided a greatly expanded poten- 
tial market for our trust services, espe- 
cially since the scope of these services 
has also broadened to cover a greater 
variety of activities. 

Today, 65 per cent of our population 
are owners of life insurance compared 
to 58 per cent in 1950 and 51 per cent 
in 1940. Whereas 88 million persons 
had life insurance in 1950, by 1959 this 
had reached 115 million. 

Retirement plans, private and public, 
grew from 10 per cent coverage in 1950 
to 15 per cent in 1959. Numerically, the 
increase was from 15.8 million in 1950 
to an estimated 27.5 million in 1959. 
Combined reserves behind these plans 
grew to $30 billion in 1959 from $12 
billion in 1950 and $2.3 billion in 1940. 

When we add to these figures the 
highest home ownership in history and 
another approximately $43 billion in E 
and H Savings Bonds held by individ- 
uals, it is evident that the number of 
persons who can and should use our 
trust services is growing by leaps and 
bounds. 

Unfortunately, we have made only a 
relatively small impact upon our mar- 
ket potential. A poll conducted by Co- 
lumbia University of 45,000 of its alum- 





Before 34th Western Regional Trust Conference, 
A.B.A. Trust Division, Phoenix, Nov. 1960. 
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ni bears this out! Almost one-half re- 
sponding were without wills. 

This is probably not so unusual. how- 
when we realize 
much of the major change in our per 
capita income has taken place. In 1950. 
families in the U. S. with cash incomes 
(before taxes) of $10,000 or over num- 
bered only about 4 per cent of the pop- 
ulation although they received 23 per 
cent of the total income. Today this in- 
come level is enjoyed by over 11 per 
cent of all families, and they are cur- 
rently receiving about 28 per cent of 
the total personal income. 

In this last ten-year period, then, we 
can point to a potential market which 
has about trebled in numbers; and the 
total income received by this increased 
number in the $10,000-and-up income 
bracket has also grown by about 50 per 
cent. 

Another major change taking place in 
our economy should not be overlooked. 
From 1948 to 1959 the number of 
people 65 years of age and over in- 
creased from 11.5 million up to 15.5 
million. Less than 20 per cent of them 
are now employed, compared to 25 per 
cent in 1948, but 73 per cent now re- 
ceive some sort of government pension 
compared with only 20 per cent ten 
years ago. The net effect has been that 
today only 7 per cent are without a 
regular pension — an appreciable drop 
from the 20 per cent in 1948. 

The entry of women into our labor 
markets is itself an important factor 
particularly because 60 per cent of the 
approximately 21 million women hold- 
ing full-time jobs are married. I was 
surprised to read a few days ago that in 
one out of five family groups making 
up the top 20% of our income group, 
the wife was employed on a full-time 
job. This undoubtedly has had some 
bearing upon the fact that women now 
comprise 5214 per cent of the share- 
holders in our national corporations, 


ever, how recently 


with 11.5% of the nation’s adult female 
population now owning shares of stock 
compared with only 8.1°¢ three years 
ago. 

Each of these 21 million women is 
potentially a recipient of pensions and 
many of these may be added to those 
of their husbands to further create an 
entirely new more important income 
group with investable funds. A large 
percentage of this new higher income 
group of senior citizens would be look- 
ing for investment advice and other 
trust services if told what we have to 
offer. 

This appears to me to be an excellent 
and an expanding market for our com- 
mon trust funds which have been grow- 
ing in number and size. As of year-end 
1959, 373 such funds in 273 different 
banks had total market holdings of $224 
billion — up almost 10% from the pre- 
vious year. 

Just because our potential market is 
expanding so rapidly does not mean 
that we will automatically obtain an in- 
creasing share of this business. The pub- 
lic must be better informed, and you 
in turn must have a staff of well-equip- 
ped personnel, the training of which is 
frequently of a specialized nature. Until 
the formation this year of The National 
Trust School, you have been generally 
limited to obtaining already trained per- 
sonnel elsewhere or to doing much train- 
ing internally. 

In projecting future needs remember 
that competition for capable talent has 
grown and will continue to grow. As 
we look to the future, we can conclude 
only that we will need more people, that 
we will need better people, and that we 
will have to develop them faster than 
in the past. This problem is considered 
by many to be the number one problem 
in the decade ahead. Questions which 
management needs to answer in a trust 
operation are no different than those for 
other departments of a bank: 
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1. Are the key spots in our trust 
departments filled by the best people 


available? 

2. Are there adequate replace- 
ments — both in quantity and qual- 
ity? 


3. Are replacements prepared and 
ready to fill any spot for which they 
are needed? 

4. Has the recruiting job been ade- 
quate to assure a supply of capable 
people who can be equipped to meet 
the requirements of the future? 


If we, as bankers and trust officers, 
are a little uncertain as to just what the 
future holds, it is obvious that some of 
our likely prospects must be even more 
unsure — and even more in need of 
competent trust counselling. 

Nor have we buried the specter of in- 
flation. While we may tend to ignore it 
for the short run, when looked at 
through the eyes of a trust department. 
it can become an overwhelming consid- 
eration. Even if we should have some 
temporary deflation, we will always 
need to keep in mind the importance of 
maintaining the purchasing power of 
the dollar. 

It appears to me that trustmen are 
being furnished a golden opportunity to 
perform a real service for their present 
and future customers. Our economy and 
very way of life is becoming more com- 
plex every day. As one illustration, con- 
sider the problem of the man selling his 
home. Just a few years ago, the seller 
undertook to secure the maximum 
down-payment on his sale; today, the 
prospect of too large a down-payment 
and too fast a payoff haunts the seller 
at tax time. At the same time, the buyer 
is encouraged to maintain the maximum 
amount of mortgage so he will have less 
difficulty in selling if he should so de- 
sire. It is even suggested that a large 
mortgage is an ideal inflation hedge 
because the payoff dollars will be less 
dear. 

This thinking is inconsistent with the 


old-fashioned virtue of thrift which we 
as bankers have held up to the public 
for so many years — and, I believe, 
rightfully so. You may help relieve this 
frustration because those who need help 
the most are frequently least well equip- 
ped to handle problems of investment, 
taxation and law. 

There is a growing aura of cynicism 
and distrust spreading across our coun- 
try as the speculator, the fast dealer, 
seemingly is reaping great profits, while 
those who practice conservatism and 
thrift appear far less successful and are 
even, at times, ridiculed for these vir- 
tues. Debt is now established as the pro- 
gressive way of life. Credit granters be- 
leaguer all classes to use this great tool 
of the good life. People desperately 
search for someone in whom they may 
repose confidence — and what is the 
cardinal principle of trust business? 
The Statement of Principles of Trust 
Institutions came into being in 1933 to 
combat public reaction bordering on 
distrust, as the result of the depression 
and resultant shrinking in the value of 
trust investments. Is it not a most ap- 
propriate time to again stress these 
principles? Remember the eloquent 
words of Chief Justice Cardozo: 


“Many forms of conduct permissible 
in a workaday world for those acting 
at arm’s length are forbidden to those 
bound by fiduciary ties. A trustee is 
held to something stricter than the 
morals of the market place. Not hon- 
esty alone, but the punctilio of an 
honor the most sensitive, is then the 
standard of behavior. As to this there 
has developed a tradition that is un- 
bending and inveterate. Uncompro- 
mising rigidity has been the attitude 
of course of equity when petitioned 
to undermine the rule of undivided 
loyalty by the ‘disintegrating erosion’ 
of particular exception.” 


We have become a nation of search- 
ers after Security, but what if this defies 
precise definition. Less and less are dol- 
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lars in the bank regarded as the ulti- 
mate, There is a tendency to shy away 
from government bonds as various seg- 
ments feel the pinch of rising prices 
and experience the inadequacy of fixed 
incomes. They listen with trepidation to 
enticing words of purveyors of specula- 
tive securities or undeveloped real estate 
as the great protector of their purchas- 
ing power. Security is a transient state 
of relative safety in a constantly mov- 
ing area of danger. 

The great estates of the past are 
fewer; but vast numbers of small busi- 
ness men, professional men, executives, 
and others have accumulated more than 
modest estates. As the dollar value of 
estates rises, tax problems are automat- 
ically created, causing property owners 
to consider steps for the protection of 
their holdings and their families. 

How foolish it is to pay estate taxes 
with each transfer of property from one 
generation to the next when, with the 
intervention of a trust, one set of estate 
taxes can be eliminated. You are also 
well aware of the income tax savings 
resulting from splitting income among 
a number of beneficiaries. 

Veteran and faithful employees of my 
own institution feel the scourge of tax- 
ation. As they reach retirement and 
suddenly come into possession of sub- 
stantial sums of cash from our profit- 
sharing plan, they are generally aghast 
at the new investment and _ taxation 
problems they face. Where do these 
people go for aid? To our trust depart- 
ment. It seems obvious that what is 
good for them should be good for count- 
less others. 

One of the paradoxes of our times is 
the fact that outright ownership “ain’t 
what it used to be.” To protect his wi- 
dow and family, a dutiful husband may 
come to the conclusion that it is best to 
leave her nothing outright, for owner- 
ship means worry about investments 
and taxes and for most widows, this 
means worry about the great unknown, 
which is worst of all. Furthermore. there 
always seem to be investment advisers 
around in the form of relatives and 
friends. It is tragic to witness the suc- 
cession of events that so frequently re- 
sult from efforts of well-intentioned but 
frequently ill-informed advisers. I won- 
der if we are not guilty of gross neglect 
in not making every effort to see that 
husbands and fathers properly plan for 
protection. Estate planning is no longer 
just a privilege. It is a necessity. 

It is the privilege and obligation of 
trustmen to spread the story so all may 
take advantage of their assistance. 


TRUSTS AND ESTATES 
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Trends in Retirement Trusts 


Developments in Legislation, Plan Specifications and Investments 


CECIL P. BRONSTON 


Vice President, Continental Illinois National Bank and Trust Company, Chicago 


URRENT EVENTS WHICH WE WANT 
C to review involve legislation that is 
pending, the changing trends in plan 
specifications, and some of the particu- 
larly noteworthy trends in the invest- 
ment of employee trust funds. 


Current Legislation 


Disclosure Laws. Prior to the adop- 
tion by Congress of the Welfare and 
Pension Plans Disclosure Act of 1958, 
six states had established controls in 
this field in one form or another. These 
were: California, Connecticut, Massa- 
chusetts, New York, Washington, and 
Wisconsin. The expansion of state sys- 
tems seems to have been effectively ar- 
rested by the Federal Act’s unintended, 
but nonetheless effective, pre-emption of 
the field. This is illustrated by the fact 
that the California Act was permitted 
to expire in 1960. 

The New York and Connecticut laws 
have been confined in their application 
to the Taft-Hartley type of welfare and 
pension fund and, consequently, have 
affected only a small proportion of the 
plans in those states. 

The law in the state of Washington 
has presented no problem outside that 
state, and none to banks, anyway, be- 
cause those trusts having trustees which 
are subject to examination by state or 
federal supervisory authorities are ex- 
empt from registration in that state. 

No current reason exists to think that 
Massachusetts and Wisconsin will dis- 
continue their Acts. Their laws not only 
provide for disclosure of information. 
but also for certain regulation and ex- 
amination. Their state officers are 
charged with specific duties which bear 
directly on all concerned with the ad- 
ministration of pension and profit-shar- 
ing trusts. To the extent possible, these 
states do accept the same reports that 
are filed under the Federal Act. How- 
ever, under their statutes additional in- 
formation is also necessary. 

The Federal Act applies to welfare or 


Before 34th Western Regional Trust Conference, 
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pension plans established and maintain- 


ed by employers, by employee organiza- 
tions, or jointly by both, and requires 
the disclosure and reporting to partici- 
pants and beneficiaries of certain finan- 
cial and other information. It is a “self- 
administering” measure, and the prime 
responsibility to comply with its pro- 
visions is placed upon the plan admini- 
strators — generally the sponsors of the 
plans. 

The Secretary of Labor receives the 
registration and annual reports but has 
no investigatory or enforcement func- 
tions and lacks express authority to is- 
sue binding or official rules or interpre- 
tations. No penalties for embezzlement 
are provided. The Secretary claims that, 
as the law is now written, neither its 
reporting nor its disclosure purposes 
are being effectively achieved; and he 
suggests amendments, similar to those 
introduced by Senator Scott and Con- 
gressman Frelinghuysen in the last 
Congress, which would include these 
specific provisions: 

1. Require that annual _ reports 
shall contain not merely a “summary” 
statement but a fully itemized state- 
ment of the plan’s assets, liabilities, 
receipts, and disbursements. 

2. Authorize the Secretary of 
Labor to render authoritative inter- 
pretations of the Act’s provisions, 

38. Confer enforcement powers up- 
on the Secretary of Labor and author- 
ize him to seek injunctions compelling 
compliance with or restraining vio- 
lations of the Act. 

4. Provide criminal penalties for 
embezzlement and “kickbacks.” 

5. Authorize the Secretary of 
Labor to prescribe by regulation vari- 
ations from the manner or period by 
or for which the Act requires particu- 
lar information to be published. 

6. Eliminate a technical but bur- 
densome provision with reference to 
the reporting and valuation of assets 


in trust fund plans which hold “party 
in interest” securities. 


Whether the incoming Administra- 
tion and the Congress of 1961 will con- 
tinue to place the same emphasis upon 
this subject is a matter of speculation. 
Perhaps it is too much to hope that the 


incoming politicos might restrict their 
attention only to welfare plans, which 
are the ones in which the abuses were 
found. 

Legislation Sponsored by Insurance 
Industry. Until recently, the Internal 
Revenue Code subjected the investment 
income of insurance companies to taxa- 
tion in such fashion that insured pen- 
sion funds did not have the same tax 
exemption that pension trust funds have. 
In 1959, this law was changed to take 
effect over a period of three years. The 
new tax formula does not dispose of 
the differential completely, for at pres- 
ent earnings rates the difference in net 
yield occasioned by the remainder of 
the tax will still favor the trust fund by 
the equivalent of about 1/6 of 1 per 
cent in yield or 4 per cent at the con- 
tribution level. 

In Connecticut in 1959, and in Massa- 
chusetts in 1960, laws became effective 
permitting their insurance companies to 
segregate assets held under pension 
contracts, for the purpose of allocating 
returns, gains, and losses. The statutes 
of the two states differ in detail but 
provide virtually the same freedom of 
investment of the segregated assets as is 
the case with pension funds in the 
hands of bank-trustees. To my knowl- 
edge, no announcements have been 
made as to when any of the companies 
expect to write business under the new 
laws. In the meantime, it is understood 
that approval of the procedures and 
contracts is being sought from the 
S.E.C., the Internal Revenue Service, 
and the New York State Insurance Com- 
missioner. 

Somewhat similar legislation was ad- 
vanced in California in 1959, and there 
is some indication that a further bill 
may be introduced in 1961. The Equit- 
able Life Assurance Society sponsored 
consideration of a somewhat similar law 
in New York but has been opposed by 
the Metropolitan Life. No indications 
have appeared to show whether New 
York action may again be sought. Under 
New York law its Insurance Commis- 
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sioner cannot permit an insurance com- 
pany to do business in New York un- 
less its contracts, including those sold 
elsewhere, comply with the New York 
law. As a consequence, New York con- 
tinues to be the key state, and what is 
done with this subject there will set the 
pattern elsewhere. 

Under legislation passed in 1959 in 
New Jersey, granting its insurance com- 
panies the right to issue variable an- 
nuity contracts, the New Jersey author- 
ities have now given Prudential Insur- 
ance Company all approvals required 
for that company to do business in this 
field. Company officials are optimistic 
that the S.E.C.’s approval will be forth- 
coming shortly. When this is accom- 
plished, hurdles in other states will need 
to be cleared. Possibly the tallest of 
these will be that of New York. 

Two companies have been organized 
in the District of Columbia for the pur- 
pose of selling variable annuities. Both 
have completed their registration with 
the S.E.C. According to its prospectus, 
the Variable Annuity Life Insurance 
Company is registered as an open-end 
investment company and is now author- 
ized to sell its policies in the District 
and in Arkansas, Kentucky, New Mex- 
ico, and West Virginia. 

From these facts, it may be question- 
ed if the immediate horizon holds prom- 
ise of much variable annuity business 
being sold by insurance companies. Of 
course, one of the more important po- 
tential areas of business for which the 
named companies have probably been 
attempting to prepare is that of the self- 
employed if the Keogh Bill or similar 
legislation is enacted by Congress. 

Self-Employed Individuals’ Retire- 
ment Act. H. R. 10 passed the House 
in two different sessions of Congress 
but both times failed to gain Senate ac- 
ceptance. In 1960, the Senate Finance 
Committee, following the urging of the 


Treasury Department. sent an amended 
version of the bill to the Senate floor, 
where it died with the adjournment of 
Congress just before Labor Day. 

The Senate Finance Committee ver- 
sion of the bill placed pensions for the 
self-employed under Section 401 of the 
Code just the same as is the case with 
present pension plans, and it bracketed 
together the self-employed and corpo- 
rate-owner employees under limitations 
more stringent than the present law pro- 


vides for corporate plans. This treat- 
ment, naturally, developed opposition 
from small business, from the Council 


of Profit-sharing Industries, and from 
industry representatives in general. Such 
opposition, when coupled with that al- 
ready existing among certain senators, 
is at least a partial explanation of why 
the bill was not pushed to a vote. 

Mr. Keogh has indicated that, if re- 
elected, he will continue to fight for the 
legislation in the 87th Congress. He 
is reported by Prentice-Hall as having 
said, “I think that I should direct my 
efforts solely to removing the disadvan- 
tage with which the self-employed are 
faced and not at the same time to under- 
take to incorporate the Treasury De- 
partment or the Senate Finance Com- 
mittee action in the field of the owner- 
manager corporate plan.” . 

Senator Smathers, chief proponent of 
the bill in the Senate, is reported by 
the Spencer Service to have said he 
will “reintroduce the measure in the 
next session of Congress along the lines 
of the Keogh Bill with the Long amend- 
ments included, coupled with a provi- 
sion to take care of the employees of 
the self-employed.” Presumably — he 
means the House version of the Keogh 
Bill. 

Senator Long’s amendments would 
require the self-employed to pay taxes 
on half the money they set aside for 
pension purposes, but would increase 
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the limitation for contributions from 
$2,500 to $5,000 and from 10 per cent 
of earned income to 20 per cent. Also, 
self-employed individuals with three or 
more employees would be required io 
cover them under a Section 401 plan 
with a minimum contribution of 5 per 
cent of the total payroll. 

Senator Smathers reports he has as- 
surances from Mr. Byrd, chairman of 
the Senate Finance Committee, that the 
bill will have friendly and early consid- 
eration at the next session of Congress. 
Senator Smathers indicated that he 
would continue to favor working out an 
immediate program for the self-employ- 
ed rather than holding up such legisla- 
tion until Congress had had a chance 
to reconsider all the retirement pro- 
grams, as suggested by Senator Gore. 


Plan Specifications 


Some of the changing trends in plan 
specifications to be noted are of recent 
origin, while others represent a contin- 
uation or deepening of movements 
which have been in operation for some 
years. 

Emphasis continues to be placed on 
noncontributory programs by which the 
entire cost of pension plans is carried 
by the employer. But this is not neces- 
sarily true in profit-sharing or thrift 
plans. In fact, in these plans there is a 
tendency to include the optional right 
in employees to make contributions. A 
revenue ruling permits such contribu- 
tions up to 10 per cent of an employee's 
salary, providing the contributions are 
voluntary and are not geared to the em- 
ployer’s contributions. It is pertinent to 
note here that profit-sharing and thrift 
plans are on a definite increase. Within 
this year, these plans, as qualified by 
the Internal Revenue Service, have 
reached numbers above 50 per cent of 
all Section 401 programs. 

Other trends are to improve disability 
provisions, to include widows’ benefits, 
and to base pension benefits on final 
salaries. Among the steel companies, a 
practice is developing of paying a lump- 
sum amount, perhaps equivalent to 
three months’ wages, at the time of re- 
tirement, with the actual pension to be- 
gin say three months later. In some in- 
stances this is paid by the company, in 
others from the plan. It is intended io 
help the retiree adjust to the new cir- 
cumstances of his retired status. 

A natural development, which will 
continue to gain momentum because 
of the principle on which it is based, 
is a trend toward vesting of pension 
benefits after some set period of service. 
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This specification has its root in the 
principle that pension benefits are a 
form of compensation — part of the 
whole pay that one receives for services 
performed. Vesting is resisted in some 
quarters; but if I may venture a per- 
sonal opinion, the resistance is more 
for purposes of bargaining than because 
of principle. The one sure way to bring 
home to ourselves what principle we 
adhere to on this subject is to answer 
truly the question whether we think our 
own pension benefits should be vested. 
We must remember, however, that vest- 
ing eliminates the turnover discount; 
and, thus, it results in either higher 
costs or a spreading of the same total 
benefits among more people. 

Perhaps it will be of interest to see 
how the aims of labor unions parallel 
the trends we have noted. All unions 
are not uniform in their approach, but 
we can take the United Auto Workers 
as representative. Recently one of that 
union’s officials said he expected that 
the 60’s would not witness a continua- 
tion of the growth in plans which was 
seen during the 50’s; that there would 
be less pattern influence in plan specifi- 
cations; and that plans would therefore 
be geared more closely to individual 
situations, problems, and companies. 
He expects that the unions will continue 
to press for: 


Noncontributory programs. 

More joint administration. 

More disclosure of underlying facts 
concerning funding and actuarial ex- 
perience, 

A closer relation of pension benefits 
to compensation in the final years of 
service — a departure from the 
union’s original desire °for flat pen- 
sions. 

Greater attention to the depth of 
funding — by which the unions may 
be willing to see pension reserves in- 
creased in preference to an increase 
in the promised benefits. 

An increase in disability benefits. 

An addition of survivor benefits, 
meaning the inclusion of benefits for 
widows and other dependents. 

A greater flexibility in early retire- 
ment provisions. 

Extension of a greater priority to 
vesting under plans by which the 
employee would not receive cash at 
severance of employment but would 
receive pension benefits at retirement 
age. 


This comparison shows that, to a 
greater degree than ever, industry and 
labor are talking the same language. 


Investments 


In the third major division of this 
paper, we want to observe some of the 
particularly noteworthy trends in the 
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investment of employee trust funds — 
first, dealing with insurance funding; 
and then, trust funding. 

“New Money.” The traditional method 
of insurance companies has been to 
compute a single dividend return for 
each year and apply this single return 
to the experience funds of all holders of 
group pension and profit-sharing con- 
tracts. Under this method, regardless of 
what year a pension plan’s funds were 
actually invested, they would be given 
the same dividend treatment as all funds 
so held. Recently, some companies have 
adopted methods by which the divi- 
dends are computed in conformity with 
the results of the investments as made 
by years. One company, for example, 
computes a series of 11] returns, one for 
each of the last 10 years and one for 
all investment results prior thereto. This 
makes the dividends computations more 
comparable to the results achieved in 
trust funds, as the yields obtained are 
more nearly responsive to changing 
conditions. 

Pending any success in obtaining per- 
mission to segregate their assets for 
pension contracts or in the ability to 
market variable annuities, insurance 
companies continue to stress split-fund- 
ing under which the fixed income bene- 
fits are handled in trust funds. 

A Case History. It may be of some 
interest to relate the competitive argu- 
ments developed in a recent bid for a 
pension plan as between representatives 
of an insurance company and one of 
the large banks. The insurance men 
made these claims: 


1. In the use of fixed income secur- 
ities, it is possible for the company to 
obtain a yield of % of 1 per cent 
more than could be obtained in a 
trust fund. 

2. Because the company has $1%- 
billion of participating investment re- 
serves, it is able to acquire large 
private placements at an income yield 


advantage over securities purchasable 
by the general public, including trust 
funds. 


3. For the same reason, better 
call protection is obtainable by the 
company. 


4. The value of common stocks for 
pension funding was discounted al- 
though it was indicated that the com- 
pany would be willing to enter into a 
split-funding arrangement. 

5. The company offered the new 
money dividend returns as compared 
with the more traditional average re- 
turn, and the claim was made that 5 
per cent could be produced today on 
new investments. 

6. Emphasis was placed on the 
company’s guaranty of the fund 
against loss of principal. 


The bank men, in addition to noting 
the positive advantages of lower cost 
and greater flexibility for plan design 
and change if conditions warrant, ad- 


vanced this rebuttal to the insurance 
men’s claims: 
1. Investments are made in the 


same money market with which the in- 
surance company has to deal; and 
either by way of the individual trust 
or the use of the bank’s collective 
trust for pension funds, sufficient 
funds were in the bank’s sight to 
offset the claimed virtue of the in- 
surance company’s huge reserves, 

2. In its bond purchases, the bank 
is getting call protection or a higher 
rate of interest. 

3. In investing fixed-income funds, 
the bank uses leasebacks and mort- 
gages, oil payment loans, and other 
nontraditional means of putting 
money to work for good credits and 
good interest yields. 

4. Appreciation in principal value 
is possible through the acquisition of 
equities in growth companies. 

5. The guaranty of the insurance 
company is meaningful only if the 
pension plan is terminated. 

6. If split-funding is used, the 
plan sponsor must be prepared to have 
greater reserves available at the time 
of each employee’s retirement in order 
to cover the increased conversion costs 

(Continued on page 1094) 
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Future of Charitable Trusts 


Girard Case Hiastrates Need for New Approach 


LEE CHARLES TASHJIAN 


Trust Officer, Farmers Bank of the State of Delaware, Wilmington 


HE STEPHEN GIRARD ESTATE, IN ITS 
poate of Girard College, has in 
112 years maintained and educated over 
16,000 “poor white male orphans.” Lo- 
cated in Philadelphia, this famous insti- 
tution is one of America’s oldest chari- 
table trusts and the social, economic 
and legal problems which have con- 
fronted it are of unending interest. With 
a storied past, the estate is illustrative 
of the severe tests of time upon chari- 
table trusts while its successes and fail- 
ures reflect in a large measure the vicis- 
situdes of time in man’s efforts to bene- 
fit continuing generations through the 
use of the charitable trust. 

Stephen Girard. born in Bordeaux, 
France, arrived in Philadelphia as a 
ship’s captain on June 6, 1776, and his 
career has been well charted “from 
cabin boy on a French merchantman 
trading with San Domingo to that of 
merchant prince, greatest private banker 
and greatest public benefactor of his 
time.”' When death came to Girard in 
1831 at the age of 81, he had amassed 
a fortune of $7 million and great inter- 
est centered around the contents of his 
will. In a thirty-seven page document 
Girard made modest bequests to his 
next of kin and bequeathed his residu- 
ary estate to the Mayor, Aldermen, and 
citizens of Philadelphia, in trust, for the 
establishment of a school for as many 
“poor white male orphans” as the in- 
come could maintain. A further and 
provocative passage enjoined that no 
minister of any sect should ever be ad- 
mitted within the school premises. Thus 
began a charitable trust which can lay 
claim to being the most litigated in 
history. In the forefront of a long line 
of charitable trusts yet to come it has 
been said that the bedrock of American 
charitable trust law had its beginning 
with the first legal travails of this estate. 


This article, written at the request of the editors, 
is based upon a thesis submitted in partial fulllment 
of the requirements of the Stonier Graduate School 
of Banking, A.B.A. 

1John Bach McMaster, The Life & Times of 
Stephen Girard, J. B. Lippincott Co., 1918, Phila- 
delphia & London, Vol. I, Preface. 
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Legal Attacks by Heirs 


With Daniel Webster serving as 
their counsel, Girard’s disappointed 
heirs commenced legal action to void 
the trust, finally reaching the U. S. Su- 
preme Court in 1844.* Great reliance 
was placed upon a previous Supreme 
Court decision, Philadelphia Baptist 
Assn v. Hart, 17 U. S. 1 (1819) which 
held that charitable trusts depended 
upon the Statute 43rd Elizabeth, cap 4 
(1601), better known as the Statute of 
Charitable Uses, for their validity. Chief 
Justice Marshall had held that without 
this statute or similar legislation it was 
impossible to enforce charitable trusts 
and as such they were void. Horace Bin- 
ney, representing the estate, was most 
fortunate in that his case was greatly 
aided by the publication in’ England, in 
1827, of three legal volumes which 
clearly demonstrated that Chancery ex- 
ercised original jurisdiction in cases of 
charitable uses a century before the 
reign of Queen Elizabeth and the Statute 
of Charitable Uses. With such a well 
documented case against him, Webster 
lashed out against the odious provisions 
in the will excluding clergymen from 
the school, alleging that “the plan of 
education for the Girard School of Or- 
phans was derogatory to the Christian 
religion, contrary to sound morals, and 
subversive of law.” 

Justice Story delivered the opinion of 
the court upholding the will in every 
respect, pointing to the English records 
previously alluded to, which in effect 
reversed Marshall’s decision in the 
Philadelphia Baptist Assn. case. Con- 
cerning the more emotional issue rela- 
ting to the clergy, Story wrote “There 
must be plain, positive and express 
provisions demonstrating not only that 
Christianity is not to be taught, but that 
it is to be impugned or repudiated.” 
The point was made that the exclusion 
of ecclesiastics did not mean that Chris- 
tianity could not be taught by the col- 


_ 2Vidal v. Executors of the Estate of Stephen Gir- 
ard, 43 U.S. (2 Howard) 126 (1844). 


lege instructors and laymen. The Vidal 
case reentrenched the English charity 
doctrine in American law. 


In 1863 the heirs of Girard again 
sought to set aside the trust, arguing 
that the great and leading intent of the 
will was not to maintain the college but 
to create a perpetually increasing fund 
which accumulation could continue “be- 
yond the period fixed for the vesting of 
an executory limitation, and is, there- 
fore, void.”* The Pennsylvania Supreme 
Court, referring to the Vidal decision, 
declared that in that case the validity of 
the trust had been conclusively estab- 
lished, and accepting the validity of the 
trust and maintenance of the college as 
the primary objects of the devise, the 
Court held the objections of the heirs 
related only to the means of administer- 
ing a vested and executed trust. 


The Consolidation Act of February, 
1854 provided the heirs with a new 
opportunity. Recognizing the finality of 
the Vidal case in conclusively establish- 
ing the trust, it was alleged that the an- 
nexation of twenty-nine boroughs into 
the corporate structure of Philadelphia 
had “smothered it to death” and that 
the original corporation had been dis- 
solved and its trusteeship terminated. 
Once again Girard’s will found itself in 
the U. S. Supreme Court. Justice Grier. 
presenting the opinion of the court, 
made a lengthy review of the legal im- 
plications of modifying municipal cor- 
porations and found that the city’s rela- 
tion to the trust had not changed. It 
was further pointed out that as the trust 
was valid no private person could ques- 
tion the right of the corporation to exe- 
cute the trust. As parens patriae, this 
right rested solely with the state. Jus- 
tice Grier strongly intimated that even 
if the city could be said to be unable 
to administer the trust it would not fail, 
for such a difficulty could be met by 
substituting another trustee.* 

38The City of Philadelphia v. The Heirs of Stephen 
Girard, 45 Pa. 9 (1863). 


4Madelene Henriette Girard et al v. The City of 
Philadelphia, 74 U.S. (7 Wallace) 1 (1868). 
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The resolute heirs brought their final 
action to set aside the trust 46 years 
after the probate of Girard’s will.® Their 
main contention was that a surplus of 
income had occurred, the result of a 
practically inexhaustible income from 
coal lands, and since all of the lawful 
requirements of the testator as to main- 
taining the college had been met, such 
surplus belonged to the heirs. It was 
also alleged that as a result of a new 
method of appointing the Board of 
Trustees, the trustees were no longer the 
agents of the city and as such the trust 
was forfeited. In a Per Curiam decision, 
the Pennsylvania Supreme Court, sup- 
porting the trust, once again stated that 
the Vidal case had absolutely establish- 
ed the validity of the trust and that 
nothing had since occurred affecting 
that holding. 


Administrative Legal Problems 


Not all the legal difficulties relating 
to Girard’s will can be attributed to his 
heirs. Prior to the opening of the col- 
lege in 1848, a question arose as to the 
definition of an orphan within the 
framework of Girard’s bequest for “poor 
white male orphans.” An appeal was 


5Girard’s Appeal, 4 Pennypacker 347 (Pa. 1880). 


made to ex-President John Quincy 
Adams, requesting his opinion as to the 
meaning of the word “orphan.” Mr. 
Adams arrived at the conclusion that 
an orphan was a child who had lost 
either parent; not necessarily both. The 
trustees decided to admit boys who had 
lost both father and mother and aiso 
boys who had lost their fathers but not 
their mothers. In 1859 the trustees insti- 
tuted a test case to clarify the definition 
of an orphan. After an extensive survey, 
covering much of the same grounds as 
President Adams, the Pennsylvania Su- 
preme Court, pointing to English, Amer- 
ican and French authority, favored the 
construction that an orphan was a 
fatherless child.® 

A provision in Girard’s will to the 
effect that real estate was to “be let 
from time to time, to good tenants, at 
yearly or other rents and upon leases in 
possession not exceeding five years” led 
to the first application of the cy pres 
doctrine in Pennsylvania.‘ With the de- 
velopment of valuable coal properties 
during the period of the Civil War, it 
became difficult to obtain lessees for 
such short periods and the trustees 


®6Soohan v. Philadelphia, 33 Pa. 9, 1 Grant 494 
(1859). 

7In re Application of City of Philadelphia, 2 Brew- 
ster 462 (1868). 


sought to enter into leases of 15 years. 
After a lengthy review of the English 
doctrine of cy pres and that part adopt- 
ed in the United States, the court au- 
thorized the 15-year leases, accepting 
the viewpoint that if the five-year limita- 
tion prevailed the trust purposes would 
be gravely endangered. 


Cases Due to Racial Qualification 


Of great public interest in recent 
years was the attempt to create a “segra- 
galion” case in respect to Girard’s will 
due to the provision restricting admis- 
sion to the college to “poor white male 
orphans.” On June 3, 
were filed in the Orphans Court in 
Philadelphia, requesting it to order the 
admission of two negroes to the college. 
The applicants were joined by the 
Mayor of Philadelphia and the Attorney 
General of Pennsylvania. The City’s 
position in this proceeding was that the 
acts of its officers should be brought 
into- conformity with the requirements 
of constitutional and _ public _ policy 
which have evolved during the 125 
years since the will was written in 
1830.” It was further urged that the 
will be “interpreted in the light of the 
major changes during the past century 
and a quarter in law, public policy, edu- 
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cation, the social sciences and human 


relations.”’® 


Although a multitude of issues were 
raised in the case, the crucial issue was 
whether the exclusion of negroes from 
Girard College by the Board of Direct- 
ors constituted “state action” within 
the meaning of the 14th Amendment as 
set forth in Brown v. Board of Educa- 
tion, 317 U. S. 483 (1954). Significant 
but of lesser importance was the allega- 
tion that the trust was a racially re- 
strictive covenant which could not be 
sustained under Shelly v. Kraemer, 334 
U. S. 1 (1948). The petitioners also in- 
voked the cy pres doctrine, in that the 
operation of the trust violated public 
policy. The court disagreed with all 
three contentions, firstly holding that 
the trustees were acting in a fiduciary 
capacity completely severed from the 
general government of the city and that 
all the property involved was private. 
Secondly, the court acknowledged the 
obvious discrimination in the Girard 
will but made the distinction that it was 
by private action and required no state 
action for enforcement as in the Shelly 
case. Thirdly, as to the cy pres doctrine, 
the court pointed out that what consti- 
tutes public policy is of necessity vague 
and uncertain and that the operation of 
the trust did not offend public policy. 
With this the petitions of the two negro 
boys were dismissed. 

On appeal the Supreme Court of 
Pennsylvania affirmed the position of 
the Orphans Court.® The only aditional 
comment of significance was the observ- 
ation that even if the city, through the 
trustees, were held to be engaged in 
state action the remedy was clear, that 
being the substitution of new trustees 
who could carry out the provisions of 
Girard’s will. The petitioners finally 
achieved success, however, in the U, S. 
Supreme Court upon a writ of certior- 
ari, the court in a brief per curiam opin- 
ion stating that the “Board which oper- 
ates Girard College is an agency of the 
State of Pennsylvania and . . . its re- 
fusal to admit Foust and Felder to the 
college because they were negroes was 
discrimination by the state which is 


forbidden by the 14th Amendment.””!° 


With the case remanded for further 
proceedings not inconsistent with the 
opinion of the Supreme Court, the Or- 
phans Court on September 11, 1957, 
dismissed the petitions of Foust and 

SGirard’s Estate, 4 D & C 2nd 671 (1955). 

®*In re Estate of Stephen Girard, 386 Pa. 548, 127 
A. 2d 287 (1956). 

leCommonwealth of Pennsylvania et al v. Board 


of Directors of City Trusts, 353 U.S. 230, 77 S. Ct. 
806 (1957). 
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Montelair, N. J. 


From left to right: Robert D. Caldwell, Leonard Jacob and J. Paul 
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Co., Newark; George F. Geary (Kennedy Sinclaire) ; John Reynolds, Hartford National 

Bank and Trust Co.; Lawrence W. Payne (Kennedy Sinclaire) ; Curtis L. Mlsna, First and 

Citizens National Bank, Alexandria, Va.; Merle E. Keller, Security Mutual Bank & Trust 

Co., St. Louis; S. L. Hedges, First New Haven National Bank; Ernest Hambleton, Manu- 

facturers & Traders Trust Co., Buffalo; ee Valley National Bank, Chambers. 
urg, Pa. 





Felder and ordered the removal of the 
Board of Directors of City Trusts. On 
October 4, 1957 thirteen private indi- 
viduals were appointed as trustees of 
the Girard Estate with the court reason- 
ing that “the trustee must be fitted to 
the trust and not the trust to the trus- 
tee.” The petitioners appealed. urging 
that the Supreme Court ruling required 
the Orphans Court to order the Board 
to admit them. To this the. Pennsylvania 
Supreme Court could not agree.'’ The 
final coup de grace was administered 
the petitioners when the U. S. Supreme 
Court on October 13, 1958, refused a 
petition for a rehearing on the matter.!* 
Free of legal involvements at the mo- 
ment, the estate has been well scarred 
by its most recent legal entanglements. 


Effect of Social and Economic 
Change 


The interplay of social and economic 
forces in America which are constantly 
changing are closely reflected in the his- 
tory of Girard College. Until the period 
of the early 1940’s there was a long 
waiting list of applicants seeking admis- 
sion. From 1900 up to 1940 the enroll- 
ment was never less than 1,500 but the 
number of students has now declined to 
approximately 850. One explanation is 
the fact that life expectancy has sharply 
increased in America, causing an abso- 
lute decline in the number of orphans. 
In 1868 life expectancy at birth was 41.5 
and by 1941 this had been lengthened to 
62.3 years. Through the miracles of 
medical science a greater proportion of 


Jn re Girard College Trusteeship, 138 A. 2d 844 
(1958). 

12Comm. of Pennsylvania, City of Philadelphia et 
al v. Board of Directors of City Trusts & 13 Substi- 
tute Trustees, 79 S. Ct. 14 (1958). 





fathers now survive their son’s tenth 
birthday at which age the boy is no 
longer eligible for admission. 

The combination of Social Security 
and private life insurance coverage has 
grown to such an extent that many 
young widows now find it possible to 
keep the family together. A widow with 
two children can receive as much as 
$254 per month from Social Security. 
In 1900, Americans held $7.5 billion 
worth of life insurance but by the end 
of 1959, total coverage approximated 
$600 billion. In addition, more than 
half of all non-agricultural workers are 
now covered by group life insurance; a 
development which has mushroomed 
fantastically since 1950.'* Through the 
partnership of government and private 
initiative, great areas of caring for the 
underprivileged have been preempted 
from private philanthropy. Nowhere is 
this more clearly reflected than in the 
operation of Girard College. 


Financial Developments 


The tremendous growth of the Girard 
Estate to a valuation exceeding $96 mil- 
lion can largely be attributed to royal- 
ties from coal mines developed on land 
owned by Girard at his death. Royalties 
in excess of $65 million have been re- 
ceived from this source. In 1923, $4 
million was added to principal from 
these royalties, the largest amount ever 
received from the mines. When this is 
compared té the $200.000 received in 
1959, it not only reveals the financial 
difficulties of the college, but also the 
plight of Pennsylvania’s depressed an- 
thracite region. 


13L,ife Insurarice Fact Book, 19, Institute of Life 
Insurance, New York. 


TRUSTS AND ESTATES 














tel 


eo 


— 


As 7 4.5" © 








aul 
ing 
nal 
ind 
ust 
nu- 
T'S. 


ver 

in 
jal 
the 


an- 


Life 


TES 





Being a “legal trust,” that is one with- 
out discretionary authority as to invest- 
ments, the trustees were limited in their 
choice of securities by the laws of 
Pennsylvania relating to fiduciary in- 
vestments, which followed the old “New 
York” rule enunciated in King v. Tal- 
bot, 40 N. Y. 76 (1869). Hence the in- 
vestment portfolio contained govern- 
ment obligations, state and municipal 
bonds and mortgages secured by real 
estate. As a result the postwar period 
of inflation played havoc with the once 
impregnable financial position of the 
Girard Estate. In 1940 the net income 
of $1,889,000 supported 1,733 boys and 
maintained the plant in excellent style 
and yet in 1959 the net income of $2,- 
235.000 was sufficient to care for 800 
boys only, and this after severe econo- 
mies and a drawing upon reserves. The 
loss of purchasing power of the Girard 
Estate can be attributed in a large meas- 
ure to the narrow trust investment laws 
of Pennsylvania, which fortunately were 
amended in 1949 to authorize “legal 
trusts” to invest in equities to the ex- 
tent of one-third of the fund. 


Whither? 


What implications does this trust por- 
tend, not only for the Girard Estate, 
but for the much wider area of chari- 
table trusts in general? Trustmen, in 
the interests of society and public opin- 
ion, should constantly reevaluate the na- 
ture of their function and, as concerns 
charitable trusts particularly, explore 
and apply new approaches where exper- 
ience reveals obsolescence and a lack of 
social utility. Like any other aspect of 
our culture, the charitable’ trust cannot 
be considered in an isolated context for 
it is interwoven into the broad stream 
of society and subject to the political, 
economic and social forces which move 
ceaselessly forward. Whether these 
forces are desirable or not is somewhat 
incidental, for although it is possible to 
shape small currents, the need is al- 
ways to adjust things to conditions as 
they are. 

In the society of a previous age the 
charitable trust was a most laudatory 
thing. encouraged only by individual 
conscience, with a vast area of palliative 
projects available to the prospective 
donor. Current tax policies, while they 
encourage philanthropy, also demand an 
accountability. It has been said that a 
charitable trust serves two masters — 
“the property owner who created it and 
society which is its beneficiary.”!4 In 





«Elias Clark, ‘The 14th Amendment and the Will 
of Stephen Girard,” 66 Yale L. J. 979. 
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furtherance of this, questions have been 
raised by responsible authorities as to 
whether tax exemption should be con- 
tinued for charitable trusts as well as 
the privilege of perpetuity. 

If any lesson is to be learned from 
the Girard Estate, it would appear to 
be the desirability of a flexibility 
which will permit dealing with problems 
as they arise in a manner which at the 
particular moment appears wise and 
propitious. While the deeply engraved 
legal precedents are slow in changing as 
regards trust investing and the applica- 
tion of the cy pres doctrine, they are 
none the less changing. These are areas 
in which trustmen can exert more than 
a little influence in effecting change. 
Some type of public registry of chari- 
table trusts, as pioneered by New Hamp- 
shire, would not only aid possible 
beneficiaries but also prospective donors 
who can become better acquainted with 
what needs are already being met in 
the comunity and what remains to be 
accomplished. Such a registry can lead 
to the elimination of waste and duplica- 
tion. 

In a small way it is the hope of the 
writer, a Girard graduate, to call atten- 
tion to the availability of the oppor- 
tunities for qualified applicants at Gi- 
rard College. For in spite of its many 
difficulties the school still provides a 
first rate education at an annual ex- 
penditure of $2,500 a year per boy. It 
would be tragic for our country, as well 
as any possible beneficiary, if full ad- 
vantage is not taken of this presently 
existing charitable trust. Trustmen, by 








Model of 30-story Bankers Trust Building, 
to rise on westerly Park Avenue blockfront 
between 48th and 49th Streets in New York 
City, will house a major midtown office, 
providing dual executive offices for senior 
management here and in main office at Wall 
Street. Design features floor-to-ceiling win- 
dows framed in textured masonry and place- 
ment of building on raised terrace with set- 
backs from building line on all sides. 





the very nature of their activities, come 
in contact with families with dependent 
children struck by tragedy as well as 
with prospective donors seeking some 
worthy project. To the first group we 
should point out the munificence made 
available by our thoughtful forebears 
and to the latter the complexities of in- 
telligently benefitting future genera- 
tions. We can provide no better service 
to our society. 
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TRENDS IN PENSIONS 
(Continued from page 1089) 


which are greater under this method 
than when the pensions are paid di- 
rect from a trust fund or even when 
the insurance company annuities are 
funded on a deferred basis. 


This is a story with “the lady or the 
tiger” ending, because at this moment 
the issue is undecided. If the decision 
follows the trend, however. the bank 
will soon have a new trust. 

Mortgages for Pension Funds. Annual 
net additions of common stocks to cor- 
porate pension funds increased steadily 
from $291 million in 1951 to $1,574 
million in 1959. In that year, with pur- 
chases of more than $2 billion, pension 
funds bought more stock than any other 
group of investors, and their acquisi- 
tions amounted to 38 per cent of net 
new equity issues during the year. In 
the same year, net purchases of corpo- 
rate bonds totaled $1.1 billion, approxi- 
mately 25 per cent of the net supply of 
new bond issues. 

The net increase in mortgage invest- 
ments was just under $200 million, and 
total holdings at the end of the year 
amounted to somewhat more than 2 per 
cent of total book value of assets of 
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corporate pension funds. This is a per- 
centage which many people in the mort- 
gage investment business or in the 
building trades are making efforts to 
improve. These efforts have been spark- 
ed from time to time by mortgage semi- 
nars and similar meetings, by personal 
solicitation of pension trustees, by re- 
presentatives of businesses in the con- 
struction field, as well as by the daily 
efforts of those operating directly in the 
mortgage industry. 


Only recently have mortgage bankers 
made any effort to understand the mort- 
gage investment problems that have re- 
strained pension fund trustees from a 
more general use of mortgages. The 
basic problems have been an insufficient 
yield differential between mortgages 
and other fixed-income securities; mort- 
gage acquisition and service costs, in- 
cluding appraisals, inspections, record- 
keeping, and the general responsibilities 
and requirements that are implicit in a 
fiduciary relationship; the potential dif- 
ficulties and risks in doing business in 
states other than that of the trustee’s 
domicile; and the lack of availability 
of mortgages of assured quality. 


To overcome some of the basic prob- 
lems, through the cooperative efforts of 
savings banks, mortgage bankers, and a 
number of trust institutions, certain 
service companies have recently been 
organized. These companies deal only in 
F.H.A. and V.A. mortgages and offer 
mortgage selection, accumulation of re- 
payments, accounting, and regularized 
periodic payments to the trustee, at a 
mortgage acquisition fee of 14 of 1 per 
cent and annual servicing fee of 14 of 
1 per cent, plus the annual 14 of 1 per 
cent which the originator of the mort- 
gage also charges for service. One com- 
pany, for example, may select and sell 
to the purchasing trust individual mort- 
gages on a specific title basis which are 
approved for purchase by the trustee in 
advance. Another may submit to the 
trustee for approval its selections of 
specific mortgages against which, if ap- 
proved, collateral trust notes are issued 
to the trustee in convenient denomina- 
tions for the purchasing trusts. 


Certain banks which have collective 
investment funds for pension and profit- 
sharing trusts are now setting up spe- 
cific mortgage funds comparable to the 
more typical fixed-income and equity 
funds. The use of such morigage fund, 
when coupled with the use of a servic- 
ing company, should permit a_bank- 
trustee to handle its mortgage invest- 
ment operation almost entirely in bulk. 





Collective Trusts. There is a continu- 
ing expansion in the use of collective 
trusts. The 1960 survey by TRUSTS AND 
EstaTEs shows that at the end of 1959, 
75 trust institutions were operating col- 
lective funds for employee benefit plans, 
and that assets therein aggregated $436 
million, of which approximately %, 
were held in the multiple-type funds 
with the remainder being in balanced 
funds. 

At Continental, our investment trust 
closed its fifth fiscal year on September 
30 with assets valued at almost $62 
million, of which approximately $38 
million was in the fixed-income fund 
and $24 million was in the equity fund. 
Pension trusts participating numbered 
109, profit-sharing trusts were 114 — a 
total of 223. The average and median 
participations at market value for the 
fixed-income fund were: average $181,- 
000, median $88,000; for the equity 
fund: average $113,000, median $49, 
000. The largest participation in either 
fund for one trust was 5.30 per cent of 
the fund and for one management for 
its group of trusts, 9.33 per cent. 

From our experience, we believe that 
the principal advantage claimed for col- 
lective funds has been proved; that is, 
small to medium-sized pension and pro- 
fit-sharing trusts can have the invest- 
ment opportunities and diversification 
that are otherwise available only to the 
largest funds. This is without diminu- 
tion of the individual treatment the 
bank can give to each trust — large or 
small. 


The Picture in Perspective 


As we consider what we have re- 
viewed here, we can be impressed with 
the close relationship of this specific 
part of our trust business with the whole 
life of our nation — political, social, 
and economic. Some professionals in 
these fields draw the big picture and 
stand off to view it with alarm, ques- 
tioning whether the growth of pension 
funds and the control of such funds in 
the hands of financial institutions is 
good, or even whether private pension 
funds should exist at all. Others. who 
see the picture more clearly, point to 
the social value of private provision for 
old-age security and to the economic 
value of our system of marshalling pen- 
sion funds into productive enterprise. 

In our duties as pension trustees, we 
paint our own picture by innumerable 
little strokes. Ours is a day-to-day job 
in which, step by step, and trust by 
trust, we invest the funds committed to 

(Continued on page 1105) 
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Trust on Campus 


Story of Personnel Training at Pacific Coast School 


VICTOR R. GRAVES 


Vice President and Trust Officer, Peoples National Bank of Washington, Seattle 
Chairman, Board of Directors, Pacific Coast Banking School 


HE TRUST INSTITUTIONS OF THE 

United States are finding it difficult 
to find or train personnel rapidly 
enough to handle the volume of trust 
business coming to them. This explosion 
of volume turns into an implosion, a 
busting inward against hard pressed 
staffs. Old training methods simply will 
not do. Learning by doing is too slow. 
Promising men and women with good 
moral fibre and mental equipment must 
be selected, tried and educated in our 
field while being developed. 

Virtually every reasonable and lawful 
business endeavor, many human rela- 
tions factors, manifold legal problems, 
sooner or later must be considered, and 
dealt with by the trustmen of today. 
There are opportunities at every hand, 
and pitfalls too. Only well qualified. 
well equipped personnel can be relied 
upon to deal with this exploding vol- 
ume of business with assurance. dis- 
patch and profit. Timidity and fuzzy, ill- 
equipped thinking, or bold incapacity, 
can be costly in time and surcharge. 

Nothing can take the place of good 
organized on-the-job-learning-by-doing. 
supplemented, hastened and assured by 
carefully devised systems of education 
timed to coordinate with the unfolding 
experience and capabilities developed in 
the trust person involved. 


Trust Education Resources 
When I entered the trust field in 1913 


there was little educational material 
available. As trust business grew. how- 
ever, the institutions and people in the 
trust field responded well. Trust Com- 
panies (now TRUSTS AND EstTaTEs) be- 
came an interesting medium for the 
publication of problems and views. “The 
Modern Trust Company” served a very 


useful purpose. The Mid-winter and 
Regional Trust Conferences brought 


forth helpful discussions. The American 
Institute of Banking presented its text 


From address before 34th Western Regional Trust 


Conference, A.B.A. Trust Division, Phoenix, Nov. 
3, 1960. 
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book “Trust Functions” with resulting 
A. I. B. courses. The writings of Gilbert 
T. Stephenson were most helpful. The 
Trust Bulletin appeared. 

Still the demands of the times were 
for more understanding. Dr. Harold 
Stonier conceived the idea of advanced 
banking and trust education through the 
Graduate School of Banking. A number 
of State association and regional trust 
schools came on the scene at various 
advanced levels. 1960 saw the inaugura- 
tion of the National Trust School for the 
intermediate area between A. |. B. and 
graduate school. 

There is some evidence that universi- 
ties and colleges are awakening to the 
need for courses which will be useful in 
the trust field. For instance, the Uni- 
versity of Washington provides a course 
on estate planning for senior law stu- 
dents. Instructions come from _ practic- 
ing lawyers, C. P. A.s, life underwriters, 
trust men and the faculty of the law 
school. 


Pacific Coast Banking School 


The Western states are most fortun- 
ate in having an advanced or graduate 


type of school — the Pacific Coast 
Banking School. Because it is serving 
the western states so well, I think | 
shall recommend that its name be 
changed to the Western Banking and 
Trust School. 

The school holds its sessions in Seattle 
on the campus of the University of 
Washington each August. In 1938 it 
was a school for commercial and sav- 
ings bankers only. Robert W. Sprague, 
the present Director of the Trust Divi- 
sion of the School, gave five lectures on 
the trust business in 1947, the first ap- 
pearance of trust subjects. 

Beginning in 1949 | gave five one 
hour lectures each year to the commer- 
cial bankers on the fundamental facts 
about the trust business and its import- 
ance to them and their customers. Over 
the years 929 have been exposed to my 
course. 

In 1953 it was my privilege to lead 
in the establishment of the Trust Divi- 
sion of the School and to head that 
Division for two years. In 1955 Mr. 
Sprague took over and continues to di- 
rect the Division. The objective of Mr. 
Sprague, the Directors and the Admin- 





he 


1960 GRADUATES OF TRUST DIVISION, 





PACIFIC COAST SCHOOL OF BANKING, 


held at University of Washington, Seattle, in August 
Front row, |. to r.: Homer B. Newman, James W. Heath, Walter Bagnall, LeRoy C. Nelson, 


John F. Jennings, Glendon Wardhaugh. 


2nd row, |. to r.: Ralph J. Prejean, Ted A. Hall, Robert W. Miracle, Thomas L. Channell, 


E. R. Vacchina, T. K. Niedringhaus. 


3rd _ row, l. to r.: Thomas F. Jordan, Robert F. Henshaw, Nelson R. Murphy, Ralph H. 
Shumm, William C. Plese, H. D. O’Neil, James H. Nelson. 
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istrative Committee is to maintain the 
P.C.B.S. as a top ranking advanced or 
graduate school, second to none. 


In 1938 policies were formulated 
which included (and I quote in part 
from the original statement) : 


1. A curriculum planned for train- 
ing bank executives. 

2. Courses taught throughout by 
one instructor rather than by differ- 
ent lecturers. 

3. Teaching methods designed for 
an adult school. 

4. Emphasis on principles rather 
than techniques. 


Those principles still apply to both 
Banking and Trust Divisions. The latter 
Division is designed to be and in fact 
is a school of advanced trust education. 
a school of instruction and not a series 
of lectures of inspiration. It has regular 
sustained courses of study, and only a 
few instructors. Each teacher has time 
to develop his particular course. 


The Board of Directors includes 
representatives from the Banking Asso- 
ciations of Arizona, California, Idaho, 
Montana, Nevada, Oregon, Utah and 
Washington. 


1960 Session 


This Summer the Board of the School 
honored the trust field and me by elect- 
ing me Chairman of the Board of the 
School. The Board fully supports the 
Administrative Committee in its urge to 
upsrade — improve — yes, to perfect 
the curriculum, the requirements, and 
the teaching methods. The trust faculty 
this past year was headed by Gilbert T. 
Stephenson. He taught the broader as- 
pects of the business, its history, theo- 
ries and policies. Walter L. Nossaman, 
attorney of Los Angeles, continued his 
course on Trust Law and Taxation. 
Wesley Jones of Security First National 
Bank, Los Angeles, conducted the course 
on trust asset management, with empha- 
sis on stocks and bonds. C. E. DeRochie, 
of Bank of America, San Francisco, 
gave the course on management of 
business interests. Robert M. Alton of 
United States National Bank. Portland, 
Oregon, conducted his course on busi- 
ness development. Arthur R. Upgren, 
Economist of Macalester College. St. 
Paul, Minn., provided his series of lec- 
tures and discussion on phases of the 
current economy. 

Robert W. Sprague, of National Bank 
of Commerce, Seattle, in charge of the 
Trust Division, has had great experi- 
ence in the field and is completely de- 
voted to the School. He is in attendance 
at nearly all Trust classes and seminars 
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and his firm yet benign influence is 
ever present. 

Students are kept busy evenings with 
seminars, discussion periods and _lec- 
tures. One hundred per cent attendance 
in classes and evening sessions is a rule 
of the Trust Division. Class room prob- 
lems are often developed in evening 
reference work and team or committee 
preparation. 

Extension work and the preparation 
of theses round out and balance the 
work of the resident sessions. They re- 
quire the research work and thought 
which make the school experience truly 
valuable to the individual. Without the 
extension problems and the theses much 
of the value of the lectures and class 
work would be lost. 

Grade records are sent to the em- 
ployer in order that he may know how 
his students are progressing. 


Some of the Results 


Ninety-eight trustmen have gradua- 
ted from these advanced courses of in- 
struction designed to equip capable men 
to discharge their duties better, more 
positively, safely and profitably. 

Many expressions of appreciation 
have come from the presidents of banks 
and heads of trust departments as well 
as from former students. I quote from 
typical letters: 


A bank president — We are happy 
to cooperate with your fine school and 
feel that you are doing an outstand- 
ing job in helping the _ students 
broaden their knowledge in banking, 
thus enabling them to advance more 
rapidly in their respective fields. 

Another president — We have al- 
ways found that our men have bene- 
fitted a great deal from their at- 
tendance. 

A graduate — Received recognition 
from management as a result of work 
at the school . . . promotion . . . in- 
creased salary. 


Similar reports of progress come to 
our attention very frequently. 

To Management of our Western trust 
institutions, I say that the Trust Divi- 
sion of our school will give to your 
trustmen a vision of the trust business, 
an understanding of the elements, values 
and problems that will find profitable 
and practical expression in their daily 
output. There will be less waste motion 
and more certainty about their work 
and this means a realistic and more 
profit conscious approach. 

! urge the enrollment of your promis- 
ing men, as many and as rapidly as you 
can spare them. Encourage and support 
them in their school work, for it is ex- 
acting and requires much of a student. 


Failure to send your men is failure to 
keep up with the race as we grow in 
this great western country. The explos- 
ion of trust business may be a com- 
fortable, profitable experience, or an 
implosion against inadequately prepared 
and overworked staffs. The educational 
facilities are available. Use them. 

To the trustmen who have not at- 
tended the school, and who believe they 
have what it takes to make a successful 
trustman, I recommend that they ar- 
range with their institutions for enroll- 
ment. The work will be exacting, but the 
rewards will be great. 

New students soon experience the fel- 
lowship which exists in the school and 
among the alumni. The friendly. often 
spirited discussions in dormitory, at 
meals, in bull sessions, at odd moments, 
are priceless. Friendships are formed 
which will be cherished in the years to 
come. The spirit is high — ask any 
graduate or underclassman. Graduates 
will probably say “I wish I could do it 
again.” 

Some very fine theses have come from 
the graduating students of the Trust Di- 
vision —- real contributions to the trust 
field. The men who produced them have 
profited by the research, effort and the 
resulting prestige. 

AAA 


Michigan Trustmen Meet 


The two-day meeting of the Michi- 
gan Bankers Association Trust Confer- 
ence was held at Otsego Ski Club, Gay- 
lord, on October 7 and 8, with the pre- 
vious day set aside for registration and 
golf. The opening session featured an 
address on the Investment Outook by 
Allen Lomax, vice president of David 
L. Babson Co., Detroit. 

In the afternoon, Stewart E. McFad- 
den, chairman of the M.B.A. Committee 
on Trust Functions and vice president 
of National Bank of Detroit. reported 
on current fiduciary developments. The 
Prudent Man in Action was described 
by Mark C. Stevens, vice president, De- 
troit Bank & Trust Co., and he was 
followed by Thomas L. Callon. assistant 
secretary of Northwestern Mutual Life 
Insurance Co., who spoke on Life In- 
surance and Financial Planning. 

On Saturday Harry Foster, vice presi- 
dent and trust officer of Ann Arbor 
Trust Co., explained how his institu- 
tion’s contract common trust fund of- 
fered a Profitable Method of Handling 
Small Accounts. The final speaker was 
A. Dale Dawson, of Detroit Bank & 
Trust Co., who handled Administrative 
Problems in Wills. 
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SAFEGUARDING PENSION FUNDS 


What Examiners Look for in Trust Documents, 
Performance and Policies 


New York State Superintendent of Banks 


HE ROLE OF THE NEW YORK STATE 

Banking Department in safeguard- 
ing pension funds stems from two 
sources. First, it is our responsibility to 
examine state-chartered banking _insti- 
tutions, many of which serve as corpo- 
rate trustees for noninsured pension 
funds. In all, approximately $12 billion 
of pension fund assets. comprising over 
40 per cent of the nationwide total of 
private, noninsured pension fund as- 
sets, are held by banking institutions in 
New York State. Since most of the 
largest banks are under state charter, 
our responsibility covers the bulk of 
these $12 billion of pension fund assets 
held in their trust departments, which 
are regularly examined by us. The re- 
mainder, held by national banks, comes 
under the regulation of the Comptroller 
of the Currency. The second source of 
our responsibility in this field involves 
the direct supervision of certain pension 
funds, a power entrusted to us as a 
result of legislation enacted within the 
past few years. 

The responsibilities we have for the 
safeguarding of pension funds arise 
from our examination of the trust de- 
partments of banking institutions which 
are trustees for these funds. In carrying 
out this task, we try to make our exam- 
inations extensive. This means that in 
the smaller trust companies, the exam- 
iners review every pension trust at each 
examination. However, lacking the man- 
power to do the same in the larger 
banks, we can review their pension 
trusts only on a test basis, but try to 
arrange matters so that over a period 
of years, every pension trust will be 
examined at least once. 

Broadly speaking, what we attempt to 
do is check the trust agreement and 
other relevant documents, review the 
pension trust’s performance and ap- 
praise the bank’s policies on related 
matters. 


_ From address before Pension Fund Conference, 
Graduate School of Business Administration, New 
York University, Oct. 7, 1960. 
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G. RUSSELL CLARK 


As to Trust Agreement 


The trust agreement’s provisions are 
checked to make sure that they do not 
conflict with those of the pension plan, 
for example, as to investment powers. 
We like to see a precise definition of 
the trustee’s investment responsibility. 
For example, if the fund is to own the 
stock or hold the obligations of the 
employer firm, this should be clearly 
stated. Should there by any division of 
investment responsibility, some provi- 
sion should be made for absenteeism on 
the part of co-trustees or others having 
the power of veto, since only too often 
such persons may be unavailable and 
beyond reach, even in this jet age, just 
when the corporate trustee most needs 
their signatures. 

Among other provisions we like to 
see in the trust agreement are that it 
should specifically relieve the bank of 
the responsibility of policing contribu- 
tions or administering the plan; that if 
the trustee is to make disbursements at 
the direction of a pension committee, 
the bank should be relieved of any re- 
sponsibility for either the amount or 
propriety of such payment; that the ex- 
penses which the trustee may incur on 
behalf of the fund, and the means for 
reimbursement, are clearly stated; that 
the bank procure proof that the annual 
accounting which it usually must pro- 
vide has actually been received by the 
proper parties; that the trustee is not 
to be liable except for his own negli- 
gence; that no amendments be permit- 
ted that would alter the duties or re- 
sponsibilities of the corporate trustee 
without the latter’s consent; that both 
the trustee and the employer have the 
right to terminate their relationship 
upon adequate notice; and that there 
be a section outlining the conditions 
under which the trust may be termina- 
ted. including instructions for distribu- 
ting any funds remaining in such an 
eventuality. 


We bring any omissions to the bank’s 


attention and point out the potential 
difficulties that might arise from their 
being excluded. It has been our ex- 
perience that within a reasonably short 
time, the bank will arrange to have the 
trust agreement amended to incorpo- 
rate our recommendations. 

Other documents related to the pen- 
sion fund are also checked. For exam- 
ple, the examiners will want to be sure 
that there is an opinion from counsel 
for the employer that the plan and trust 
agreement are valid and binding; that 
there is a certified copy of the board 
of directors’ resolution authorizing the 
plan and the trust agreement and that 
this accompanies each amendment; that 
there are letters from the Treasury De- 
partment qualifying the plan and all 
substantial amendments; and that the 
files contain recent specimen signatures 
of all persons empowered to give direc- 
tions to the trustee or whose approval 
must be sought for making transactions. 


Reviewing Performance 


Review of the actual performance of 
the pension trust includes making sure 
that all the duties under the trust agree- 
ment have been properly performed 
with necessary approvals having been 
received from the co-trustee. pension 
committee or other interested parties as 
required; that the bank’s audit and con- 
trol procedures are adequate; that the 
investment activities of the trusts are 
reviewed by bank management with 
sufficient frequency; and that the trust 
investment committee has been furnish- 
ed sufficient information to reach intelli- 
gent decisions. In addition. we verify 
the assets of the fund. In the case of 
the smaller trust departments. our ex- 
aminers actually check out each secur- 
ity. In the larger institutions. we do 
this on a test basis, with particular at- 
tention to those accounts with a high 
percentage of negotiable or readily 
marketable instruments. 


While the Banking Department obvi- 
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ously cannot take over the trustee’s in- 
vestment responsibilities, we can and do 
“blow the whistle” if investments do 
not fall within the categories permitted 
by the governing instrument. Even if 
the investments are consistent with the 
trustee’s investment powers, the _port- 
folio is analyzed to determine whether 
there has been satisfactory diversifica- 
tion; whether a significant percentage 
of assets are below investment grade; 
whether pension fund money is being 
placed in the bank’s own stock; whether 
heavy purchases of the stock of a com- 
petitor of the employer are being made, 
implying that the fund is being used to 
gain control over a rival. Where stock 
or obligations of the employer are held 
by the pension fund, we make sure that 
there has been adequate disclosure of 
this to, and approval received from, the 
Treasury Department. 


Acceptance Policies 


Our examiners also interest them- 
selves in the extent to which the trust 
department is selective in accepting new 
pension trusts. Our feeling is that if the 
fund cannot be handled under an ade- 
quate fee schedule, the bank should de- 
cline to take it. There are two reasons 
for this. First, an unprofitable account 
constitutes a drain on bank earnings; 
and second, there may be little incentive 
to do a thorough job on an account 
which fails to pay its way. 

Selectivity also implies that the em- 
ployer should be in a sound financial 
position and that the fund be set up so 
that it can meet the financial obligations 
imposed by the pension plan. Our ex- 


aminers check to see that the account 
has been investigated by the bank; that 
its acceptance has been properly author- 
ized; that the plan has been approved 
by the employer’s actuary and account- 
ant; and that the trust agreement has 
been submitted to the bank’s counsel for 
approval. Since most of the employees 
covered by pension plans frequently 
feel that because the pension fund is in 
the hands of a bank, it must be safe — 
a confidence which is highly valued by 
the banking fraternity — the bank is 
under a moral obligation not to become 
trustee for a financially irresponsible 
client or for a legally or actuarially un- 
sound plan. 


Labor Plans 


Because of disclosures of abuses in 
the handling of union welfare funds, 
legislation was enacted in New York in 
1956, placing certain pension and wel- 
fare funds under the direct supervision 
of the Banking Department. These were 
funds that were jointly established and 
maintained by one or more employers 
together with one or more labor organ- 
izations, where the fund’s management 
was vested solely or jointly in a corpo- 
rate trustee. The statute further restricts 
our supervision to those funds that are 
for the benefit of employees working in 
this State — or if the principal office of 
the employer is outside New York, there 
must be at least twenty employees work- 
ing within the State. 

These funds are required to be regis- 
tered with the Superintendent of Banks. 
Their registration statement must be 
accompanied by copies of the plan, trust 





indenture or trust agreement plus all 
amendments to date; those portions of 
the collective bargaining agreement re- 
lating to the fund; any descriptive ma- 
terial available to employees; and the 
latest financial statement, trustee’s ac- 
count or accountant’s report. Over 130 
of these funds, with assets of $236 mil- 
lion, are now registered with the Bank- 
ing Department. More than 95 per cent 
are pension trusts. Certain other funds 
are registered with the Superintendent 
of Insurance. 

Supervision of these registered funds 
is three-pronged. Each fund must sub- 
mit to the Banking Department, under 
oath, an annual statement giving com- 
prehensive details of the fund and its 
operations. We analyze carefully this 
statement and we have discovered oc- 
casional technical violations of either 
law or good administrative practice 
which were corrected when brought to 
the attention of appropriate parties. We 
may also exercise punitive powers which 
include fines or removal of trustees, 
officers or other personnel of the fund. 
In cases of wrongful depletion of the 
fund, the Attorney General may institute 
criminal proceedings. 

The second facet of supervision is 
effected through the issuance of supple- 
mentary regulations. Two such regula- 
tions have been issued. One specifies 
the manner in which annual reports 
shall be made available to employees, 
contributing employers and_participat- 
ing labor organizations. The other re- 
quires that the Department be kept ad- 
vised of any changes made in such 
things as the underlying documents gov- 








Urban redevelopment has become increasingly pressing to restore 
lost values, both visual and monetary. This 12 acre site in downtown 
Hartford, to be completed in 1962, is the largest Title 1 project in 
New England. It is being financed entirely without public funds 
through the investment of $35 million by the Travelers Insurance 

Companies. 
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This architect’s conception of Constitution Plaza includes five office 
buildings, a 250 room hotel, shopping center and underground 
parking for 2,000 cars. New premises will house Connecticut Bank 
and Trust Co. and Hartford National Bank and Trust Co., as well 
as Phoenix Mutual Life Insurance Co. and a radio and television 
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erning the plan, the committee adminis- 
tering it, its administrator, the method 
of funding, and the location of the fund 
office. 

The third method of supervision is 
by examination. The law provides that 
every fund be examined at least once in 
every five years. This examination takes 
the form of a detailed audit. 


What Examiners Look For 


The examiners make a thorough ana- 
lysis of the plan for the purpose of as- 
certaining whether the fund is being 
operated in accordance with it. The 
minutes of the committee which serves 
as the administrative body are read, 
since these minutes disclose over-all 
policy, changes in policy, and_ the 
methods being used in administering 
the fund. The attendance at these meet- 
ings also is of interest since it suggests 
the degree of attention the board mem- 
bers are giving to the fund. The plan is 
also checked against any descriptive 
material distributed to employees. 


Most of the complaints received by 
the Banking Department originate from 
employees who fail to understand the 
plan provisions or who have received 
descriptive material which has become 
obsolete due to subsequent amendments 
to the plan. Although it is impractical 
to print a new booklet every time a plan 
is amended, we are critical of a fund 
that circulates material which does not 
accurately reflect the plan itself to any 
significant extent. In this connection, 
the correspondence files are read, with 
particular emphasis on how complaints 
of employees or pensioners have been 
handled and whether they were justi- 
fied. 

Part of our examination also involves 
looking into the latest actuarial report: 
comparing the performance of the fund 
with the projections in that report; 
checking to see whether the actuarial 
assumptions are conservative and in 
line with current practices; and deter- 
mining whether the actuary’s recom- 
mendations have been followed, and if 
not, why not. We then review the ac- 
countants reports, including a careful 
look at the scope and frequency of their 
audits. 


Then there is the matter of verifica- 
tion. This includes, first of all, verify- 
ing the actual existence of all assets. In 
addition, employers are requested to 
confirm contributions made over a pe- 
riod of time, which are then followed 
through the fund’s records and_ ulti- 
mately to the bank. In this way, it is de- 
termined that all contributions have 
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been properly deposited. If there are 
large amounts of delinquent contribu- 
tions or even small amounts long past 
due, we insist that the fund adopt a more 
aggressive collection policy. Also, ex- 
pense checks are compared with original 
bills and all non-routine expenditures 
must be supported by the board’s 
authorization or notification. 

We want to be certain that no one 
receives a benefit to which he is not 
entitled. The pension checks are there- 
fore compared to the committee’s ori- 
ginal authorizations and the files in- 
spected for proof of age, service and 
other conditions necessary for benefit 
payments. We also compare the endorse- 
ments on checks against signatures on 
the original retirement applications to 
give reasonable assurance that the pen- 
sioner is not a resident of some ceme- 
tery. At the same time, it is important 
to confirm that everyone entitled to a 
benefit receives it. For this purpose, re- 
jection files are reviewed and the rea- 
sons for such rejections related to the 
relevant provisions in the plan. Even 
when the plan does not provide for it, 
we suggest that the fund set up machin- 
ery for processing appeals. 

Another area of investigation, which 
has sometimes received a good deal of 
publicity — mostly bad — is the possi- 
bility of conflicts of interest, where 
management or the union might place 
the fund in a position of secondary in- 
terest to their own. We do not mean to 
imply that a close connection between 
the fund and the employer or labor or- 
ganization is necessarily bad. In some 
cases it may be the most efficient 
method of operation. However, situa- 
tions have been discovered where the 
fund’s office was located on the premises 
of the employer or labor organization 
and where the rent paid was exorbitant. 
or where excessive salaries were paid to 
personnel employed by both the fund 
and a management or union organiza- 
tion. In such cases, remedial action has 
been required. 

At this point, I am sure that it is 
clear that the scope of the Department’s 
duties requires intensive work by the 
examining staff and a breadth of knowl- 
edge covering many diverse aspects of 
trust operations. Without their hard 
work and mature judgment, we could 
not succeed in the task of safeguarding 
pension funds either by direct regula- 
tion or by the examination of trust de- 
partments of banks which act as cor- 
porate trustees. The vast amount of 
painstaking work and effort which ex- 
aminers devote is essential if the pub- 
lic interest is to be protected. 
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Why Delaware? 


Delaware’s unique tax and 
trust laws facilitate the accu- 
mulation, management and 
conservation of property by 
corporations and non-resident 
individuals. 

They are but one reason why 
Wilmington Trust Company, 
as trustee, handles invest- 
ments for corporations, asso- 
ciations and individuals in 
virtually all states and many 
foreign countries. 

Other reasons, of course, are 
Wilmington Trust experi- 
ence; Wilmington Trust facil- 
ities. They unite in making 
ours one of the largest Trust 
Departments in the Nation. 
These benefits are available 
to you—and your clients. We 
welcome your inquiries. 


WILMINGTON 
Trust Company 


Wilmington, Delaware 
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TRUST PERSONNEL CHANGES 


(Five stars signify promotion of trustman to senior or executive vice president or president, or election to board of directors) 


CALIFORNIA 


SAN FRANCISCO—Bradley B. Brown, head of the trust 
department of WELLS Farco BANK AMERICAN TRUST Co., 
elected to the newly created post of chairman of the trust 
committee. Brown, who joined American Trust in 1920 fol- 
lowing graduation from U. of California, retires as vice 
president and senior trust officer, The trust committee has 
thirteen members, eleven of whom are directors, and exer- 
cises general supervision over the administration and policies 
of the trust department. 

Harold G. King, vice president and senior trust officer of 
the former Wells Fargo Bank and presently in charge of 
the trust department at the Wells Fargo office, will become 
administrative head of the combined trust department. King, 
who is a graduate of Stanford U. and Law School, joined 
Wells Fargo in 1928. 

Donald T. Lauer, promoted to vice president and trust 
officer, will be the ranking trust official at 464 California 
Street headquarters. Lauer, who joined American Trust in 





B. B. BROWN H. G. KING DONALD T. LAUER 


1925, is a Phi Beta Kappa graduate of Stanford U., is 
currently a member of the executive committee of the trust 
division, California Bankers Association, and a director of 
the Estate Planning Council of San Francisco. In 1957 
he was president of the Associated Trust Companies of 
Central California. 

Promoted to asst. trust officers were: J. E. Blair, Mario 
Ancona and Nellis Lalande; and to asst. secretaries in the 
trust department: Ben Argoe, Berwin Berlin, Austin A. 
Burch, Thomas Connolly, Paul Farmer, Paul W. Jackson, 
Wayne Leslie, William Mayer, J. E. Polk, Ralph C. Rowe, 
A. J. Smith, Orville Vaughn, Jr., and Joseph P. Vogel. 


DELAWARE 


WILMINGTON—Miss Vera M. Howett, a trust officer of 
BANK OF DELAWARE with 42 years of service, retired. 


DISTRICT OF COLUMBIA 


WASHINGTON—Douglas R. Smith elected president of 
NATIONAL SAVINGS & TRUST Co. to succeed Bruce Baird who 
died October first. Smith has been with the trust company 
since 1931, when at 15 he was employed as a runner. He was 
promoted through the ranks in the trust department and in 
1944 was transferred to the banking department, being ele- 
vated to executive vice president in 1959. He is currently 
second vice president of the District of Columbia Bankers 
Association. 


FLORIDA 


ST. PETERSBURG — City BANK & TRuST Co. elected 
Charles A. Hardison a trust officer. Hardison retired this 
year as a special agent of the F.B.I. after 28 years of serv- 
ice. He was educated at Georgetown U. School of Law and 
National U. School of Law where he earned a bachelor of 
laws degree. 
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GEORGIA 


AUGUSTA—T. Jefferson Bone advanced to vice president 
ind trust officer of CITIZENS & SOUTHERN NATIONAL BANK. 


ILLINOIS 


CHICAGO—Harry Boyce and Townsend N. Treese named 
trust officers at CENTRAL NATIONAL BANK. 


CHICAGO—Edward J. Kelly, who has been in private law 
practice, joined MuTUAL NATIONAL BANK as asst. trust 
officer. 


PEKIN—FirstT NATIONAL BANK & Trust Co. elected Bernard 
Hoffman trust officer. Hoffman practiced law for the last 
12 years. 


MAINE 


PORTLAND—CANAL NATIONAL BANK appointed Winthrop 
K. Deane to head the trust operations section of the trust 
department. Deane was formerly trust operations officer of 
MERCHANTS NATIONAL BANK, Boston. 


MASSACHUSETTS 


BOSTON—Lawrence H. Martin, executive vice president, 
elected president of NATIONAL SHAWMUT BANK. He suc- 
ceeds Horace Schermerhorn who has been elected board chair- 
man and continues as chief executive officer. The new presi- 
dent, who also serves as treasurer of Northeastern U., 
joined Shawmut upon graduation in 1928 from Dartmouth 
where he majored -in-busimess ‘administration at the Tuek 
School. Schermerhorn, who is a member of the finance ad- 
visory board of the Commonwealth of Massachusetts, has 
been with Shawmut since 1925. Formerly head of the trust 
department, he became vice president and senior president 
in 1956. 


NEWTON—Henry Van Unen elected asst. trust officer of 
NEWTON NATIONAL BANK. 

WORCESTER—Dwight N. Vibbert joined GUARANTY BANK 
& Trust Co. as trust officer. Formerly a pension trust, tax 
and insurance consultant for Massachusetts Mutual Life 
Insurance Co., Vibbert comes from HARTFORD NATIONAL 
BANK & TrRusT Co. where he was asst. trust officer. 


MICHIGAN 

DETROIT—DEtTROIT BANK & TrRusT Co. elected A. Dale 
Dawson, Robert K. Smith, and Thomas P. Trathen asst. trust 
officers in the following respective departments: income tax, 
pension and trust administration. 

NILES—Robert C. Shockney joined First NATIONAL BANK 
of Niles as vice president and trust officer, having resigned 
as trust officer of TEXAS NATIONAL BANK in Houston. 


MONTANA 


HELENA—George L. Beall and George D. Goodrich elected 
asst. trust officers at First Trust Co. 
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EDWIN L. SIBERT 
New York 


GEORGE J. KLAus 
Hackensack 


GEo. R. MONTGOMERY 
New York 


NEW JERSEY 


BURLINGTON—John W. Rheiner, Jr., named vice president 
of MECHANICS NATIONAL BANK. Formerly asst. vice presi- 
dent and trust officer, he will head the trust department for 
the main office and three branch banks in Burlington Town- 
ship, Florence and Columbus. 

HACKENSACK—George J. Klauss appointed asst. vice 
president in the business development and public relations 
department of HACKENSACK TRUST Co. Klauss has been 36 
rears in banking with FIDELITY UNION TRUST Co. and other 
institutions in Newark. He is a graduate of Rutgers U. 
Graduate School of Banking. 

RUTHERFORD—Leo E. Leichter named trust representa- 
tive of NATIONAL COMMUNITY BANK. Leichter was formerly 
with Federal Trust office of NATIONAL STATE BANK of 
Newark. 


SOUTH RIVER—First NATIONAL BANK advanced Charles 
A. Eberwein to vice president and asst. trust officer. 


NEW MEXICO 


LAS CRUCES—James R. Payne, Jr., promoted to vice presi- 
dent and trust officer of First NATIONAL BANK. 


NEW YORK 


NEW YORK—At BANKERS TRUST Co. George R. Mont- 
gomery and Edwin L., Sibert, Jr. were elected trust officers 
in the personal trust division. 

NEW YORK—Effective January 1, George Champion will 
become chairman of CHASE MANHATTAN BANK, David Rock- 
efeller to succeed him as president; Lawrence C. Marshall 
will become vice chairman, and John J. McCloy will retire 





LAWRENCE C. MARSHALL DAVID ROCKEFELLER 


GEORGE CHAMPION 


as chairman. Champion will give particular attention to the 
operational and lending policies of the Bank, to the invest- 
ment of funds in its portfolio, and to its fiduciary responsi- 
bilities. Rockefeller will give particular attention to forward 
planning with emphasis on manpower, facilities and markets, 
to activities abroad and to domestic expansion. Mr. McCloy 
said, “Marshall will contribute to the thinking and decision 
making of the chairman and president and in their absence 
will assume responsibilities for management of the Bank” 

In the trust department, Donald Townsend advanced to 
asst. vice president. 


NEW YORK—Donald F. Curran appointed an assistant sec- 
retary in the corporate agencies department of BANK OF 
NEw York. Before joining the Bank, Curran was assistant 
comptroller of the Underwood Corporation. He is a graduate 
of Iona College and Brooklyn Law School. 
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NORTH CAROLINA 
WINSTON-SALEM—WacnHoviA BANK & TRUST Co. ad- 


vanced Donald O. Fowler to asst. trust officer at Asheville; 
John E. May to the same post in Greenville. 


OKLAHOMA 
TULSA—Assuming the title of asst. vice president and asst. 
trust officer at First NATIONAL BANK & TRUST CoO. are: 
A. J. Lanford, O. R. Livesay, D. J. Rubottom and R. C. 
Taylor; and asst. trust officer, Murray Stewart. 


PENNSYLVANIA 
PITTSBURGH—Herbert E. Marks, Jr., appointed vice presi- 
dent in the trust department of MELLON NATIONAL BANK & 
Trust Co. A graduate of Princeton, Marks began his bank- 
ing career in 1933 and in 1952 was made investment officer 
in account review section of the trust department. 

Stewart Morgan, who began his banking career in 1924, 
appointed trust officer, and Miss Nancy Welfer assistant 
secretary. 


SOUTH CAROLINA 


COLUMBIA—J. Willis Cantey named president of CITIZENS 
& SOUTHERN NATIONAL BANK OF SOUTH CAROLINA, and Hugh 
C. Lane who held that title since 1944, became chairman. 


TENNESSEE 
CHATTANOOGA—C. G. Martin, vice president in the trust 
department of AMERICAN NATIONAL BANK & TRUST CoO., re- 
tired after 38 years with the bank. 
KNOXVILLE—Robert T. Neyland, Jr., elected asst. trust 
officer at HAMILTON NATIONAL BANK. 
MEMPHIS—Norfleet R. Turner elected trust officer at FIRST 
NATIONAL BANK. Turner, who became associated with the 
bank in 1951, is a graduate of Washington & Lee and Rutgers 
U. Graduate School of Banking, and also attended Southern 
Law U. 


UTAH 


SALT LAKE CITY—Emerle L. Crosland named asst. trust 
officer of ZIONS First NATIONAL BANK. 


VERMONT 


ST. ALBANS—George E. Dickson, formerly a trust and 
estate administrator of MoRGAN GUARANTY TRUST Co. of 
New York since 1942, has joined FRANKLIN COUNTY BANK 
as trust officer. A graduate of N.Y.U., Dickson will be in 
charge of estate planning and new trust development. 


WASHINGTON 


SPOKANE—At First NATIONAL BANK, Frank C. Hutchins 
became trust officer. (Incorrectly notified last month as 
Hugchins. ) 


CANADA 


TORONTO—A. Roy Courtice retired as assistant general 
manager of TORONTO GENERAL TRUSTS CORPORATION. 





STEWART MORGAN 
Pittsburgh 


HERBERT E. MARKS, JR. 
Pittsburgh 


NORFLEET R. TURNER 
Memphis 
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Individuals seeking positions in trust 
departments may have free listing 
(maximum seven lines). Responses 
to listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding. 


Trust man with ten years experience 
in accounting, budgets and operations 
desires position as department head or 
assistant. B.B.A. degree. 610-2 


Position of Assistant Trust Officer de- 
sired, in trust and estate administration, 
or estate planning and business develop- 
ment, in medium size trust department. 
Presently Supervisor of Tax Division, 
4% years experience in trust. Also ac- 
counting and business background, age 
36. 611-4 

Trust Examiner, 34, A.B., LL.B., five 
years experience with Federal super- 
visory agency in New York area. Desires 
position with responsibilities and oppor- 
tunites in large or medium size trust de- 
partment. 611-5 


Investment officer available. Thirty 
years diversified experience in invest- 





TRUSTMAN 


Medium size Pacific Northwest Bank needs 
Trustman 30 to 40 years of age with ex- 
perience in estzte planning or trust busi- 
ness development. 

Salary to $9.000 commensurate with expe- 
rience. 


Pox H-611-3, Trusts and Estates 
50 East 42nd St., New York 17 








WANTED 
TRUST NEW BUSINESS MAN 


By important Chicago financial institution, 
to assist in development of broad range of 
trust services. Individual with trust expe- 
rience and legal training, approximate age 
bracket 35-40 preferred. Mail complete 
resume concerning qualifications. 

Box H-611-2, Trusts and Estates 

50 East 42nd St., New York 17 











TRUST BANKERS 


If you are in any trust banking capacity 
(Trust/Estate Administration: Trust In- 
vestments; Corporate Trust; Estate Plan- 
ning, etc.) or are seeking personnel in 
these areas, our service should be of defin- 
ite interest to you. We specialize in plac- 
ing trust banking personnel & invite appli- 
cants & employer-clients to inquire in 
strict confidence. Send resumes, including 
salary & geographical area desired to Mr. 
Howard, to arrange for a mutually conve- 


nient appointment, or call BArclay 7-9000. 
**A PERSONALIZED APPROACH 
DON TO PROFESSIONAL SERVICE" 


HOWARD 
PERSONNEL, INC. 


50 CHURCH STREET -LOBBY 
NEW YORK 7, N. Y. 
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ment management and portfolio review. 
Currently security analyst medium sized 
bank. Univ. of Pa. graduate. Resume and 
references on request. 611-6 

Young family man with broad back- 
ground in banking and trust work — 
college graduate with professional and 
banking education — interested in open- 
ing for trust officer in South or South- 
west. 611-7 


A A A 
MERGERS, NEW TRUST POWERS 
Los Angeles, Cal. — Following dis- 


cussions with the Department of Justice, 
Firstamerica Corp. has adopted a plan 
for terminating the litigation which has 
held in abeyance the proposed merger of 
CALIFORNIA BANK and First WESTERN 
BANK & Trust Co. The litigation will 
be stayed pending applications to the 
banking authorities for approval of the 
plan which, in addition to the merger of 
First Western Bank into California 
Bank, requires that the business of 65 
of the present banking offices of First 
Western Bank be transferred to a new 
bank to be organized under the laws of 
California. This new bank will be known 
as First WESTERN BANK & TRusT Co. 
After the merger California Bank will 
have 118 offices statewide with deposits 
of about $1,700,000,000 and will rank 
fourteenth in size among the nation’s 
banks. 

Macon & Savannah, Ga. — Merger 
of CITIZENS & SOUTHERN NATIONAL 
BANK of Savannah and City BANK & 
Trust Co., Macon, became effective un- 
der title of the former, with City Bank 
becoming a branch. 

Carrollton, Ga. — PEOPLES BANK has 
established a trust department under di- 
rection of Sims Hill, executive vice presi- 
dent and trust officer. 

Sterling, Ill. — CENTRAL NATIONAL 
BANK received trust powers. 

Bloomington, Ind. — Merger of FIRST 
NATIONAL BANK and CITIZENS BANK & 
TrRuUsT Co. under the name of CITIZENS 
First NATIONAL BANK became effective. 

Boston, Mass. — Preparatory to merg- 
ing with MERCHANTS NATIONAL BANK 
(cf. Oct. p. 992) NEW ENGLAND TRUST 
Co. has been converted to NEW ENGLAND 
NATIONAL BANK. 

Bergenfield & Englewood, N. J. — 
CITIZENS NATIONAL BANK of Englewood 
consolidated with BERGENFIELD NATION- 
AL BANK & Trust Co. under charter and 
title of the former. 

West Hempstead & New York, N. Y. 
— Stockholders of MEADOW Brook Na- 
TIONAL BANK of West Hempstead, 
QUEENS NATIONAL BANK and COLONIAL 
Trust Co., both of New York City, voted 
to merge. The new bank, MEADOW BRooK 
NATIONAL BANK, will commence opera- 
tions with its new main office in Spring- 
field Gardens, Queens, New York City. 

Charlotte & Gastonia, N. C. — Merger 
has been approved and become effective 





of NATIONAL BANK OF COMMERCE of 
Gastonia into the First UNION NATION. 
AL BANK OF NORTH CAROLINA, Charlotte. 
This Gastonia office will bring the total] 
number of First Union branches to 27 
in 11 North Carolina cities. 

Allentown & Catasauqua, Pa. — Na. 
TIONAL BANK of Catasauqua merged into 
and under the title of First NATIONAL 
BANK of Allentown. 

New Castle, Pa. — UNION TRUST Co, 
consolidated with First NATIONAL BANK 
OF LAWRENCE COUNTY under the latter 
charter and title. 

Laredo, Texas — Trust powers have 
been granted to UNION NATIONAL BANK. 

Berryville, Va. First NATIONAL 
BANK received trust powers. 

A A A 
IN MEMORIAM 


Chicago, Ill. — JOHN L. CHAPMAN, 
vice president, C1ry NATIONAL BANK & 
TRUST Co. 

Danville, Ill. — MARION B. STINE, vice 
president and trust officer, First Na- 
TIONAL BANK, and former president, IIli- 
nois Bankers Association Trust Division. 

Gary, Ind. — BasiL B. CLARK, vice 
president and trust officer of GARY Na- 
TIONAL BANK. 


A A A 
Fiduciary Associations Change 
Names 

The Seattle Association of Trustmen 
has changed its name to Trustmen’s As- 
sociation of Western Washington. 

The Corporate Fiduciaries Association 
of Wisconsin changed its name to Wis- 
consin Trustees Association and _ re- 
elected: 

President: Joseph P. Ryan, vice presi- 
dent and trust officer, National Manufac- 
turers Bank, Neenah 

Vice Pres.: James Ward Rector, vice 
president, First Wisconsin Trust Co., 
Milwaukee 

Sec.-Treas.: A. Robert Jones, vice 
president and trust officer, Bank of Madi- 
son. 

A & A 
BANKERS TRUST AND COUNTY TRUST 
ANNOUNCE HOLDING COMPANY 


Agreement to affiliate Bankers Trust 
Co., New York City, and County Trust 
Co. of Westchester by means of a bank 
holding company has been approved by 
the directors of both institutions. Under 
the recent amendments to the New York 
State Banking Law, an application to 
establish a bank holding company re- 
quires consideration by the New York 
Superintendent of Banks and prior ap- 
proval of the New York State Banking 
Board. It must also be submitted to the 
Board of Governors of the Federal Re- 
serve System and to the stockholders of 
both banks. 

Both banks will continue to operate a8 
state-chartered institutions under ex- 
isting managements and with their pres 
ent personnel. 
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ESTATE PLANNING COUNCIL ACTIVITIES 


NEW COUNCIL FOR SOUTHWEST 

Georgia, to be known as Sowega 
Estate and Business Planning Council, 
was formed on October 4 with 22 char- 
ter members representing all four of 
the estate planning professions. Bi- 
monthly meetings will begin in January. 
Officers are: Pres. — Robert K. Lan- 
drum, trust officer, First State Bank of 
Albany; Vice Pres. Russell D. 
Looney, district manager, Equitable 
Life Assurance Society; Sec. — Louis 
A. Peacock, attorney; Treas. — Charles 


H. Anderson, C.P.A. 


Indicative of a trend reported in re- 
cent columns, two more councils — 
Central Arkansas and El Paso — have 
published booklets outlining the full 
years program of meetings. Central 
Arkansas includes the list of officers and 
the dates, names, pictures and biogra- 
phies of speakers. El Paso has added to 
these items a roster of the council mem- 
bers and a brief description of the 
council’s origin and purpose. 


Birmingham, Ala. — On October 5 
George A. LeMaistre, president of City 
National Bank, Tuscaloosa, spoke on 
“Joint Tenancy.” 


Montgomery, Ala. — On October 12 
William Aydelotte, C.L.U., from Sche- 
nectady, N. Y., spoke on “Business In- 
surance and Buy-and-Sell Agreements.” 
Officers for the 1960-61 season are: 
Pres. — J. D. Jolly, vice president and 
senior trust officer, First National Bank; 
Vice Pres. — William T. Branch, life 
underwriter; Sec. — Calvin M. White- 
sell, attorney; Treas. — J. Allen Rey- 
nolds, Jr., trust officer, First National 
Bank. 

Central Arizona (Phoenix) On 
October 3 Paul Warner, San Francisco 
actuary, spoke on “Modern Trends in 
Pension Planning and Funding.” 

Southern Arizona (Tucson) — On 
October 17 Monroe Meador. C.P.A., 
spoke on “An Accountant’s Practical 
Application of Theoretical Estate Plan- 
ning.” This was the second talk in the 
series on the general theme of “Can 
There Exist an Estate Planning Team?” 
and followed the lawyer’s “practical ap- 
plication” given in September. 

Central Arkansas (Little Rock) — On 
October 20 Edward J. P. Zimmerman 
spoke on “Legislation of Interest to 
Estate Planners.” Mr. Zimmerman, a 
member of the bar in Virginia and the 
District of Columbia, is in the Legisla- 
tion and Regulations Division of the 
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Office of the Chief Counsel, Internal 


Revenue Service. 


Bakersfield, Cal. —-'On October 26 
Samuel D. Thurman, professor of law, 
Stanford University, spoke on “Taxa- 
tion of Community Property in Estate 
Planning.” 

East Bay (Oakland, Cal.) — At the 
annual meeting on October 10 Harry S. 
Schwartz, assistant vice president of 
the Federal Reserve Bank of San Fran- 
cisco, spoke on “Our Changing Eco- 
nomic Environment.” The following 
officers were elected: Pres. — William 
T. Brockwehl, trust officer, First West- 
ern Bank & Trust Co.; Vice Pres. — 
Richard W. Johnson, C.L.U.;  Sec.- 
Treas. — Robert S. Rutledge, attorney. 

San Diego, Cal. — On October 17 W. 
Duncan Waterman, investment broker, 
spoke on “Dow One Thousand.” 

Santa Clara County (San Jose, Cal.) 
— On October 17 Marvin T. Tepper- 
man spoke on “Intriguing Aspects of 
the Widow’s Election.” 

New Haven, Conn. — On October 24 
Miss Mary E. Manchester, New Haven 
attorney, spoke on “Estate Planning 
Problems Concerning Incompetents and 
Quasi-Incompetents.” 


Washington, D. C. — On October 19 
Stanley Worth, attorney, discussed the 
valuation of closely held business inter- 
ests together with some of the import- 
ant tax considerations. Of special inter- 
est to life insurance members were his 
remarks about the well known Oates 
case in which he was a participating 
attorney. 

Northeast Florida (Jacksonville) — 
On October 27 members and _ invited 
guests discussed plans for the coming 
season. 

Southeast Florida (Miami) — On Oc- 
tober 19 Ben McGahey, chairman of 
the board of County Commissioners, 
spoke on “Metropolitan Government.” 
Newly elected officers are: Pres. — 
Beth M. Thompson, C.P.A.; Ist Vice 
Pres. — Thomas B. McGlinn, life un- 
derwriter; 2nd Vice Pres. — H. P. For- 
rest, atorney; Sec. — Dennis P. Clum, 
vice president and trust officer, Miami 
Beach First National Bank; Treas. — 
E. Nolan Johnson, C.P.A. 

Tampa, Fla. Michel Emmanuel, 
partner in the law firm of Mabry. 
Reaves, Carlton, Fields & Ward, spoke 
October 27 on Stock Redemptions as an 
Estate Planning Tool. Emmanuel is a 
vice president of the Council, which in 





its monthly bulletin quoted the will of 
the late “Jack” Kelly (see Aug. T&E, 
p. 711). 

Hawaii (Honolulu) — On October 20 
Robert H. Paris, spoke on “Retirement 
Programs.” 


Indianapolis, Ind. — On October 20 
Ken Foster, attorney, and Fred E. 
Schick, vice president and trust officer, 
Indiana National Bank, discussed the 
position of attorneys and trust depart- 
ments respectively in fields where both 
services are sought by the public. 

Des Moines, lowa — On October 3 
Mr. Walter Kramme spoke on “Security 


Markets.” 

Baltimore, Md. — On October 13 
George W. McKinney, Jr., assistant 
vice president, Irving Trust Co., New 
York, spoke on “Economic Growth: 
Fact or Fiction.” 

Berkshire County (Pittsfield, Mass.) 
— On October 5 Chester Dalrymple, 
trust officer of Merchants National Bank, 
Boston, talked on the need for coopera- 
tion among the four estate planning 
groups. 

Boston, Mass. — On October 10 two 
speakers discussed “The Place of Life 


Insurance in Profit Sharing Plans.” 
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“When to use it” was presented by Sid- 
ney O. Thompson, manager of the pen- 
sion business department, Huppeler 
Agency, New England Life in New 
York. “When not to use it” was pre- 
sented by Charles S. Wilson, Jr., assist- 
ant vice president, Hanover Bank, New 
York. 

Detroit, Mich. — On October 12 a 
group of players presented a skit, “Over- 
coming Road Blocks.” Directed by Les- 
lie C. Putnam, trust officer, Manufac- 
turers National Bank, the cast included: 
Clare E. Cronkright, C.L.U.; Sinclair J. 
Harcus, trust officer, Manufacturers Na- 
tional Bank; Lillian G. Hogue, C.L.U.; 
John E. Park, trust officer, Detroit Bank 
& Trust Co.; and Thomas W. Payne, 
assistant trust officer, National Bank of 
Detroit. 

The idea for this dramatic skit was 
born at the Financial Public Relations 
Association Convention last year, where 
Mr. Harcus was one of the participants. 
The story opens when Conkright de- 
livers a $25,000 policy to Harcus, play- 
ing the role of president of a nuts-and- 
bolts factory. Park, the trustman, then 
drops in to review the affairs of the 
prospect and his wife, portrayed by 
Miss Hogue (who has recently became 
the first woman president of the Amer- 
ican College of Chartered Life Under- 
writers). Later at Payne’s law office, 
when the estate analysis was reviewed, 
Mrs. Harcus insisted on getting the en- 
tire estate outright and having her 
brother named sole executor. The final 
scene at the bank, however portrays a 
happy ending, with the brother appoint- 
ed guardian for the Harcus’s children 
and the bank as executor and trustee, 
while Mrs. Harcus gets $50,000 of in- 
surance on her life after she discovers 
her husband has $200,000 on his. 


Flint, Mich. — On October 12 Alan 
N. Polasky, professor of law at Univers- 
ity of Michigan Law School, spoke on 
“Tools of Estate Planning.” Professor 
Polasky will continue this subject on 
November 2, as part of a series of three 
lectures. 


St. Louis, Mo. — On October 25 the 
speaker was A. James Casner, professor 
of law, at the Harvard Law School and 
a director of Old Colony Trust Co. He 
spoke on technical and general policy 
matters in the Estate Planning Field. 

Bergen County (Hackensack, N. J.) 
— The Estate Planning Council of Ber- 
gen County, (N. J.) was organized on 
July 15. Officers elected for the initial 
season are: Pres. — Sal N. Dal, New 
York Life Insurance Co., Hackensack; 
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Ist Vice Pres. — Henry E. Schmultz, 
president, Citizens First National Bank 
& Trust Co., Ridgewood; 2nd Vice Pres. 
— Moses Sternlieb, C.P.A.; Treas. — 
Kenneth J. Storms, vice president and 
trust officer, Hackensack Trust Co.; Sec. 
— Albert O. Blauvelt, Jr., C.L.U., Me- 
tropolitan Life Insurance Co., Hacken- 
sack, 

Rochester, N. Y. -— On October 18 
Richard B. Parks, C.L.U., of Massachu- 
setts Mutual Insurance Co., Donald R. 
Harter, attorney, and Thomas E. Mc- 
Farland, vice president and senior trust 
officer of Lincoln Rochester Trust Co., 
made up a panel for the discussion of 
“Planning the Life Insurance Agent’s 
Estate.” 

Eastern New York (Troy) — On Oc- 
tober 18 Dr. Paul S. Nadler, assistant 
professor, School of Business Admini- 
stration, Rutgers University, spoke on 
“Economic Conditions — Present and 
Future.” 

Cincinnati, Ohio — W. Gibbs McKen- 
ney, Baltimore attorney who has lec- 
tured widely on estate planning, partic- 
ularly in connection with business in- 
terests, was the speaker for the October 
19 meeting. 

Cleveland, Ohio — On October 10 
the Society of Estate Analysts heard 
Fred D. Kidder, attorney, on “Volun- 
tary Payments to a Widow.” 

Cleveland, Ohio — On October 11 
the Estate Planning Council heard 
James P. Colleran, Jr., C.P.A., on “Tax 
Accounting Problems of the Executor.” 

Dayton, Ohio — On October 13 a 
panel discussed the functions of the 
banks’ estate planning sections and the 
benefits that can accrue to life under- 
writers. Panel members were: Gordon 
L. Hammond, vice president, Merchants 
National Bank, moderator; Joseph F. 
Connelly, assistant vice president, Third 
National Bank; and Howard W. Neil- 


son, trust officer, Winters National 


Bank. 

Philadelphia, Pa. — On October 26 
Barton E. Ferst, attorney, spoke on 
“Life Insurance Aspects and Opportuni- 
ties as seen in Financial Statements.” 

Lycoming County (Williamsport, Pa.) 
—Donald J. Kester, C.P.A. of Philadel- 
phia addressed the October 10th meet- 
ing on “Contribution of the Accountant 
in Estate Planning.” Newly elected off- 
cers are: Pres. — Carl H. Hall, Jr., 
Continental American Life Insurance 
Co.; Vice Pres. — Malcolm Muir, attor- 
ney; Sec. — John C. Brachbill, vice 
president and trust officer, First Na- 
tional Bank of Williamsport; Treas. — 


T. Donald Williamson, C.P.A. 





Chattanooga, Tenn. — On October 
20 estate planning was discussed by a 
panel consisting of: Thomas A. Cald. 
well, Jr., attorney; Thomas S. Lewis, 
Jr., accountant; Julian D. Walter. un. 
der writer; and Parker W. Ingalls. vice 
president and trust officer, Pioneer Bank, 

Corpus Christi, Tex. — On October 
20 Kenneth Woodward, professor of 
law, University of Texas School of 
Law, spoke on “Administration of Es. 
tates.” 

Dallas, Tex. — On October 13 J. W. 
Riehm, dean of the School of Law, 
Southern Methodist University, spoke 
on “Teamwork in Estate Planning — 
Fact or Fancy.” 

El Paso, Tex. — On October 18 Aus. 
tin Thayer, of the Prudential Insurance 
Co. of America, spoke on “Estate Plan- 
ning in 1960.” On September 20 James 
F. Hulse, attorney, spoke on “The Will 
Contest.” 

Fort Worth, Tex. — Officers elected 
for the 1960-61 season are: Pres. — 0. 
T. Youngblood, Jr., trust officer, First 
National Bank of Fort Worth; Ist Vice 
Pres. Richard L. Brown, attorney; 
2nd Vice Pres.: Samuel P. Beaty, trust 
officer, Fort Worth National Bank; Sec. 
—Henry A. Meadows, insurance; T'reas. 
L. Eugene Brown, accountant. 

San Antonio, Tex. — On October 18 
Robert K. Sands, attorney, spoke on 
“Income Taxation of Estates and 
Trusts.” 

Seattle, Wash. — On October 19 the 
council heard a discussion of Initiative 
208 which would permit creation of 
joint tenancies in all forms of property. 
Joint tenancy was long ago abolished by 
statute in Washington, a community 
property state. Speaking for the Initia- 
tive were its two principal sponsors. 
State Representative A. L. Rasmussen of 
Tacoma and Robert B. Stewart of 
Bremerton, chairman of the Citizens’ 
Committee for 208. Speaking against 
the Initiative was Ted Cummings, chair- 
man of the Washington State Bar Asso- 
ciation Legislative Committee, which 
prepared and distributed to the public 
an informational pamphlet on Initiative 
208. 

Madison, Wis. — On October 3 Wil- 
liam J. Willis, Milwaukee attorney, 
spoke on “Uses of Subchapter S (small 
business corporations) in Estate Plan- 
ning Programs.” 

Toronto, Ont. — On October 4 W. 
T. Morgan, assistant general counsel, 
Canadian Life Insurance Officers Ass0- 
ciation, spoke on “Current Revision of 
the Uniform Life Insurance Act.” 
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North Carolina Trustmen 


Elect Officers 


The following officers of the Trust 
Division of the North Carolina Bankers 
Association for the year beginning in 
May 1961 were elected at the Fall Meet- 
ing in Greensboro. 
September 29 — 
October 1: Pres. 
— C. L. Batkins. 
North Carolina 
National Bank. 
Greensboro: Ist 
Vice Pres. — R. 
P. Hardee, Wacho- 
via Bank & Trust 
Co.. Greenville; 2nd Vice Pres. — Fred 
L. Rodenbeck, Jr., First Union National 
Bank of North Carolina, Asheville; Sec.- 
Treas. — Joseph Webb, Wachovia Bank 
& Trust Co., Raleigh. 


After reports on Friday morning from 
the Committees on Proposed By-Laws 
and on Bank Fiduciary Fund, the dele- 
gates heard two addresses. “The New 
Succession Law” was analyzed by 
Thomas Young, of the Attorney Gen- 
eral’s Office. “Techniques of Securing 
New Trust Business” were discussed by 
H. W. Brockenbrough, trust officer, 
State-Planters Bank of Commerce & 
Trusts, Richmond, who said that in 
1957 he kept an accurate record of ac- 
tive and prospective trust business re- 
ferred to his department and at the end 
of the year published the record within 
the bank. “For three days my telephone 
rang. People called to thank me and 
people called to complain because they 
thought they should have been given 
credit or I didn’t give them enough 
credit ——- but they called, and since 
then they have kept on calling.” 





C. L. BATKINS 


The speaker discussed personal calls, 
basic records for follow-up and reten- 
tion selling, prospect lists, the “flip-top 
trust prospect pad” to assist commer- 
cial officers in passing on leads, and the 
use of a “hot idea” book for the trust 
new business man. In token of the value 
of this trust solicitation Mr. Brocken- 
brough noted that from 1946 to 1959 
the number of new wills and insurance 
trusts added per year increased 412% 
and their dollar value 863%. 

On Friday afternoon Robert L. 
Hines, Charlotte attorney, outlined situ- 
ations in which “Life Insurance Trusts” 
are the appropriate estate planning ve- 
hicle. Professor Charles B. Lowndes of 
Duke University gave a paper on “In- 
come Tax Aspects of Tax Planning for 
Estates” which will be published in the 
Law School’s Journal. At the banquet 
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Gilbert T. Stephenson’s address was on 
the theme “Unto the Hills.” 

The Saturday morning business meet- 
ing included further committee reports, 
approval of scholarships for law school 
representatives at the Southern Trust 
Conference, and discussion of North 


Carolina hosting the Conference. 
A AA 


Marion Anderton Heads 
Bank Women 


Mrs. Marion Anderton, assistant cash- 
ier, Bank of America NT&SA, San 
Francisco, was elected president of the 
National Association of Bank Women 
at the 38th annual 
convention in Pas- 
adena last month. 
Mrs. Anderton, 
with Bank of 
America. since 
1945, has worked 
in personnel rela- 
tions, public rela- 
tions and customer 
research. Other officers chosen are: 

Vice president — Miss Hilda H. Koll- 
mann, vice president, cashier and trust 
officer, State Bank of Blue Island, III. 

Recording secretary — Miss Tillie 
McCoy, assistant manager, Crocker- 
Anglo National Bank, Hayward, Calif. 

Corresponding — secretary Mrs. 
Frances W. Partridge, assistant vice 
president, Central Valley National Bank, 
Oakland. 

Treasurer — Mrs. Ann Beno, assist- 
ant cashier, Pullman Trust & Savings 
Rank, Chicago. 

A & A 
TRENDS IN PENSIONS 
(Continued from page 1094) 


<j 


MARION ANDERTON 


our care and perform the other acts 
which, task by task, bring general re- 
tirement plans to specific reality for 
individuals. In our trusteeships, we are 
stewards of the long future. In forming 
our picture of that future, we have as a 
guide line for use the principle to which 
we subscribe in each of our employee 
trust indentures: that the trust will be 
operated for the exclusive benefit of the 
employees covered and their benefici- 
aries. If we follow that guide line, we 
may be sure our ultimate picture will 
be meaningful, in perspective, and able 
to withstand the judgment of the 
severest critics. 
A AA 

e The 14th annual session of the West 
Virginia School of Banking, sponsored 
by West Virginia Bankers Association 
and West Virginia University, was held 
at Jackson’s Mill, Oct. 14-15. 














IN KANSAS CITY 
IT’S CITY NATIONAL 
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JUST TO MENTION 
A FEW REASONS FOR 
CONTACTING 
FIRST and MERCHANTS 


* Our fast collection service 
* Loan participation 
* Credit information 


* Purchase of Government and 
Municipal bonds 


* Foreign financial transactions 
* Complete trust service 


* Registration and transfer of cor- 
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* Help with specific operating 
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and are happy to make new ones. 
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ON THE PUBLICITY FRONT 


Newspaper and Magazine Advertising 


‘“‘When the election is over” Fiduciary 
Trust Co., New York City, reminds its 
readers, “many people will feel we are 
‘all going direct to Heaven’. Many 
others will feel we are ‘all going the 
other way’ (quotations given in full in 
the ad come from Charles Dickens’s 
“Tale of Two Cities”). But for us, as 
investors and trustees of other people’s 
property, such emotions have no place. 
Investment decisions made for our cli- 
ents will, as in the past, be based upon 
intensive study and investigation.” 


$1,000,000 — ‘Dead’ or ‘Alive’?” 
inquires an ad of Hanover Bank, New 
York, with picture of a “wanted — 
dead or alive — reward” poster tacked 
on a tree. The discussion here, however, 
is on Living Trusts which, the ad states, 
many people have found to be “a won- 
derful vehicle for making money ‘come 


alive’ .” 


“‘Mr. First’ congratulates nine new 
Chartered Life Underwriters” in an ad 
from First National Bank, Atlanta. The 
names of the nine are given with their 
photos and business connections. The 
names of Atlanta’s other CLU’s are list- 
ed below and the text of the ad explains 
C.L.U. and the fact that “‘Mr. First’ 
acts as executor and trustee for thou- 
sands of estates and trusts and knows 
the importance of life insurance in es- 
tate planning.” 


“Do you love them as much now — 
as you did in 1957?” asks an ad of 
Chemical Bank New York Trust Co., 
New York, picturing a mother reading 
to her three young children. The text 
asserts that “Of course you do” and 
goes on to explain that one way to 
measure your love is through your Will 
and that developments since 1957, par 
ticularly laws passed in 1958-9, may 
have rendered that document obsolete. 
Some of these changes are spelled out, 
giving the argument more force. 


“Checked your retirement chart late- 
ly?” inquires an ad from Seattle-First 
National Bank picturing a doctor look- 
ing at a patient’s chart in the hospital. 
“Too busy making your rounds to chart 
a retirement plan for the future? Then 
perhaps we can assist you... .” 

“A walk into a changing world” in 
an ad of Royal Trust Co., Montreal, is 
pictured in beautiful color as a grand- 
father strolls with his young grand- 
daughter in the autumn woods. The text, 
however, makes the application to the 
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changing world that must be consid- 
ered when you “plan for your family’s 
future.” 

“Modern Management for Estates 
and Trusts” — with photo of trust com- 
mittee — in an ad from First National 
Bank, Minneapolis, points out that “the 
pace of today’s economy — business 
conditions, technological change, tax 
laws and regulations — is swifter than 
ever before . . . Sound management can- 
not stand still. Values are constantly 
changing. Every new situation requires 
new approaches to take advantage of 
fresh opportunities and to avoid un- 
necessary risks . . . The Trust Depart- 
ment is specifically designed . . . to help 
families achieve financial security suc- 
cessfully and economically.” 


“You can ‘Trust’ this ‘Guy’!” declares 
an ad from First National Bank & Trust 
Co., Tulsa, which is “heralding Bayless 





Seal from ad of First National Bank & 
Trust Co., Tulsa. 


of First” — that is, Guy O. Bayless, Jr., 
senior vice president and trust officer. 
His photo and some of his special quali- 
fications, including Air Force service, 
are given and the “heraldry” idea is 
enhanced by a coat of arms symboliz- 
ing Mr. Bayless’s achievements and 
abilities. 

“What’s wrong with your Will?” asks 
an ad from First & Merchants National 
Bank, Richmond, Va. The text takes 
note that in five years “it is a safe guess 
that several things are wrong” (for ex- 
ample, plans for estate taxes) and “a 
wise and considerate person reviews his 
Will at regular intervals.” The photo 
shows a pen for signature being handed 
to the client. 

“You’re on the right road when you 
bank at Merrill Trust,” announces an 





ad of Merrill Trust Co., Bangor, Me., 
showing a young couple with car look. 
ing at signposts marked “Security” and 
“Independence.” The ad says you begin 
with a savings program and go on to 
“map out a sound estate plan with your 
attorney.” 

“How is your heir conditioning?” 
asks an ad of Montgomery County Bank, 
& Trust Co., Norristown, Pa. “Will 
your estate be handled the way you 
would like it to be? Or will it be nibbled 
away by taxes, unwise investments, or 
mismanagement?” 


Forums 


Two women’s forums were held in 
October and a Family Finance Forum 
is scheduled for November 17 by Kings 
County Trust Co., Brooklyn, N. Y. The 
October programs were “How to Inter- 
pret the Financial Page” presented by 
John H. Prime, associate dean, School 
of Commerce, Accounts and Finance, 
New York University, and “How Inter- 
national Events Affect Our Economy,” 
given by Edwin F. Wigglesworth, associ- 
ate professor of marketing at the same 
institution. 

A series of November forums is being 
spensored by Third National Bank, 
Nashville, Tenn. These are respectively 
for doctors and dentists, for women, at- 
torneys and small businessmen. 


Booklets 


“Safekeeping and Servicing of Securi- 
ties” present to the public Chase Man- 
hattan Bank’s (New York) custody serv- 
ice. Distinguishing between “unavoid- 
able worries and responsibilities” and 
those which can be delegated, the book- 
let tells what the bank is prepared to 
do for the customer. It states that 
“many people who open custody ac- 
counts with us are moved to do so be: 
cause, while away, they’ve suffered 
losses that prompt action could have 
averted.” The value of custody in time 
of illness is also pointed out, and costs 
are discussed in a general way while 
allowing for actual charges to be de- 
termined by terms of the individual 
account’s needs. Moderncolor combina- 
tions are used and drawings with 4 
light touch. 

Tax difficulties of Canadian estates 
having assets in the United States are 
discussed in a recent “Bulletin” of Can- 
ada Trust Co., Toronto. The reasons for 
a U. S. Tax on an estate which passes 
tax-free in Canada are set forth together 
with an effort to get support for a new 
Canada-U.S. Tax Convention Act. 
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ESTATE_TAX 


Partnership interest valued at one- 
third discount pursuant to option agree- 
ment. Partnership agreement provided 
that no partner could sell or encumber 
his interest during lifetime, but could 
withdraw from partnership. Under such 
circumstances other partners had option 
of purchasing retiring partner’s interest 
at discount of one-third. Agreement 
further provided, however, that upon 
partner’s death, surviving partners had 
option to purchase interest at full value. 
Estate reported decedent’s interest for 
estate tax purposes at discounted value. 
Commissioner contended that in order for 
restrictive provision to affect estate tax 
valuation, it must be operative after 
death as well as during decedent’s life, 
and that correct estate value was full 
value. 


HELD: For estate. Value of decedent’s 
interest is to be determined as at date 
of death. At that time, decedent could 
only have sold it at discounted value. 
Value to estate can be no greater than 
value with which decedent parted. C. M. 
Land, Exr. v. U. S., D.C. Ala., Sept. 29. 
1960. 


Unrecorded gift property includible in 
estate. Decedent deeded to her son un- 
divided one-half interest in hotel, and 
simultaneously requested that deed not 
be recorded at that time. Later she deed- 
ed to him her entire interest in restau- 
rant which he had been managing for 
her without compensation. At same time 
she executed codicil to her will devising 
restaurant property to him. Neither deed 
was recorded until eight days after de- 
cedent’s death. During lifetime decedent 
continued to receive same share of 
profits and continued to represent her- 
self as sole owner of hotel. Commission- 
er included value of hotel and restaurant 
in gross estate. 

HELD: For Commissioner. Decedent 
continued to exercise full dominion and 
control of property and continued to en- 
joy income therefrom. Interests are in- 
cludible in estate as transfers with re- 
tained life estates. Est. of E. M. Bullock, 
et al v. Comm., T. C. Memo 1960-204, 
Sept. 30, 1960. 
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SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


Trust property includible in estate 
where right of disposition retained. In 
community property state, decedent pro- 
vided in his will for election by wife to 
either take her community one-half of 
property, or to take income for life 
from entire property and have remainder 
pass in trust to children and grandchil- 
dren. Will further provided that so long 
as surviviag spouse remained unmarried, 
she would have full power to manage 
and dispose of property. Wife elected to 
take under will. Upon wife’s death, ex- 
ecutor reported no part of community 
property in her estate. Commissioner in- 
cluded her proportion of value of com- 
munity property. 

HELD: For Commissioner. Election by 
wife to take under will resulted in in- 
complete gift of her remainder interest 
in property which did not become com- 
plete until her death. Having retained 
ownership and control until death, dece- 
dent is taxable on value of interest. 
Est. of Lela Barry Vardell v. Comm., 
35 TC No. 8, Oct. 17, 1960. 


Inclusion of stock dividend in estate. 
Decedent transferred to his wife large 
number of shares of stock in closely 
held corporation. Some two years later, 
stock dividend was declared. One year 
later, wife returned all shares, including 
dividend shares, to decedent, and they 
were registered in joint tenancy with 
wife. Commissioner included all shares 
in decedent’s estate. Executrix main- 
tained that since dividend shares had 
originally belonged to her, they were not 
includible in estate. 

HELD: For Commissioner. Under tax- 
ing statutes jointly held property is not 
to be included in estate where such 
property originally was owned by sur- 
vivor. Stock dividend shares, however, 
do not qualify for this exception be- 
cause when dividend was issued, it added 
nothing to wife’s ownership interest but 
merely increased number of her shares. 
Court noted that exception could apply 
if earnings capitalized in stock dividend 
were profits earned during period wife 
owned original stock. A. J. Tuck, Exrz, 
v. U. S., 9th Cir., Sept. 15, 1960. 


Power to invade marital trust for 





benefit of children precludes marital de- 
ductio nallowance. Surviving spouse was 
life income beneficiary of two trusts cre- 
ated under decedent’s will. Widow and 
bank were named joint trustees. Will 
provided that trustees had discretion to 
invade principal for needs and mainte- 
nance of wife and of children. Wife was 
given general power to appoint principal 
remaining at her death to her estate or 
any other appointee. Estate claimed 
marital deduction for value of trust in- 
terests. Commissioner disallowed deduc- 
tion. 

HELD: For Commissioner. Surviving 
spouse’s power of appointment did not 
satisfy statutory requirements, namely, 
it must be exercisable by her and in all 
events. Here it was limited to that part 
of principal remaining after invasion for 
benefit of children. Est. of M. H. Spero 
v. Comm., 34 TC No. 115, Sept. 26, 1960. 


Valuation of closely held holding com- 
pany stock. Decedent owned 155 shares 
of stock in closely held company, whose 
sole activity was holding of stock in op- 
erating retail furniture company. Stock 
was not listed on any exchange, and 
there were no sales of stock after dece- 
dent’s death nor at any time during five 
year period preceding his death. Tax 
Court determined value of stock by using 
capitalization rate of 94 times earnings 
averaged over five-year period. Estate 
appealed. 


HELD: Case remanded. While pri- 
mary consideration is generally given to 
earnings in valuing operating compan- 
ies, greatest weight is to be given assets 
in valuing securities underlying holding 
type company. Moreover, average earn- 
ings in case here unduly reflected im- 
petus given earnings by Korean War. 
Est. of D. J. Levenson v. Comm., 3rd 
Cir., Sept. 28, 1960. 


Treatment of contribution of joint 
property to decedent’s close corporation. 
Trust which was revocable at discretion 
of decedent contributed sums from joint- 
ly held funds to capital of closely held 
corporation. At time of his death, dece- 
dent owned fifty per cent of stock of 
company. Decedent and wife had con- 
tributed equally to joint fund. Commis- 
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sioner included in decedent’s estate full 
amount of capital contribution. Estate 
maintained that only one-half of amount 
should be included in estate. 


HELD: For Commssoner. Full amount 
is includible. Money belonged to corpora- 
tion after contribution and was no longer 
joint tenancy property. A. J. Tuck, Exrz. 
v.. UO. S., supra. 


Marital deduction reduced by taxes. 
Decedent left one-half of residue of es- 
tate to wife and other half in trust. Will 
directed that federal and state death 
taxes were to be paid from residue. Es- 
tate claimed as marital deduction full 
value of amount devolving to surviving 
spouse on ground that since no appor- 
tionment of taxes was provided for by 
decedent, under state law, entire burden 
of tax was to be borne by trust share. 
Commissioner determined that widow’s 
share was chargeable with one-half of 
taxes and reduced her share by such 
amount in computing marital deduction. 


HELD: For Commissioner. Under 
terms of will death taxes were to be 
paid from entire residue and not solely 
from trust part. Widow’s share must 
thus be reduced by one-half of federal 
and state death taxes. Hst. of B. M. 
Weiss, et al. v. Comm., T.C. Memo 1960- 
219, Oct. 14, 1960. 


Amount of deductibility of will contest 
fees determined by state decree. As re- 
sult of will contest, estate incurred at- 
torneys’ fees in amount of $6,575. State 
court in which administration of estate 
took place ruled that only $2,000 of al- 
lowable fees was chargeable against es- 
tate. Estate claimed amount of $6,575 
as deduction. Commissioner determined 
that only $2,000 was allowable. 


HELD: For Commissioner. State court 
determination is binding for federal pur- 
poses. Only $2,000 of fees is deductible. 
Est. of E. M. Bullock, et al. v. Comm., 
supra. 


Government witness qualified to test- 
ify as expert on valuation of stock. In 
placing value on decedent’s stock in 
closely held corporation, Commissioner 
offered testimony of agent from Estate 
and Gift Tax Division of Internal Rev- 
enue Service. Estate claimed agent was 
not qualified to testify as expert on 
stock valuation since his experience was 
solely as government appraiser and that 
his opinion could not be objective since 
he represented government. 

HELD: For Commissioner. Experience 
of agent did not disqualify him from 
testifying as expert in valuations. It 
could only affect weight of his testimony. 
A. J. Tuck, Exrx. v. U. S., supra. 


GIFT TAX 


Annual exclusion allowed for gifts to 


guardian parents for minors. Donor hus- 
band and wife made gifts to court-ap- 
pointed guardian parents of minor don- 
ees. Guardians had discretion to spend 
any part of gift for support and educa- 
tion of donees. At time parents were 
financially able to provide for children’s 
support. Under state law, parents are 
prohibited from using estates of children 
for support and education of children 
unless parents’ estates are insufficient, 
Commissioner disallowed annual exclu- 
sion claimed against gifts on ground 
that gifts were of future interests, since 
donees did not have immediate right to 
use and enjoyment of property. 


HELD: For taxpayer. Authorization 
possessed by guardian parents to use 
property for support and education re- 
moved restriction imposed by state law, 
Gifts were of present interests and 
qualified for annual exclusion. B. B, 
Briggs v. Comm., 34 T.C. No. 117, Sept. 
29, 1960. 


REVENUE RULINGS 


Income Tax: Employee’s withdrawal 
of voluntary contribution. Under con- 
tributory qualified employees’ pension 
plan, employees are required to contrib- 
ute four per cent of their earnings. In 
addition, employees may make voluntary 
contributions from one to six per cent of 
their earnings. Amendment to plan pro- 
vides that participant may withdraw his 
voluntary contributions in amounts of 
not less than $1,000 without interest. 

Service rules that under these circum- 
stances plan will not fail to qualify pro- 
vided such withdrawals do not affect 
member’s participation in plan, employ- 
er’s past or future contributions on his 
behalf, basic benefits provided by com- 
pulsory contributions, and no interest is 
allowable with respect to contributions 
withdrawn either at time of withdrawal 
or in computing benefits at retirement. 
Rev. Rul. 60-323, I.R.B. 1960-41, 9. 


a 2 


44 FPRA THESES ACCEPTED 


Forty-four projects submitted by the 
School of Financial Public Relations 
Class of 1960 have been accepted for the 
FPRA Library, bringing the total num- 
ber of theses now on file to 351. Al 
though no strictly trust subjects were 
included in the latest additions, the fol- 
lowing topics may be of interest to 
readers of TRUSTS AND Estates: “Con- 
ducting a Family Finance Forum in an 
Agricultural Community,” by Mary Ew- 
ing, Union National Bank, Macomb, IIL; 
“Public Relations Problems in_ the 
Merger of Principal Banks in Separate 
Communities” by Virginia O. Valentine, 
State-Planters Bank of Commerce & 
Trusts, Richmond, Va. Projects are avail- 
able to Association members on a loan 
basis without charge. 
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MICHAEL HALPERN, former senior vice 
president and director of Texaco, Inc., 
bequeathed $30,000 to his son and di- 
rected the distribution of personalty and 
realty to his widow. The residuary of 
the estate is to be divided into two funds 
— A, a marital deduction trust, and B, 
a trust comprised of the balance of the 
residuary reduced by payment of the 
estate, transfer, and inheritance taxes. 

Mrs. Halpern may request payments 
of principal from fund A, but during 
the period that installments of deferred 
compensation from the Texas Co. are 
payable, the trustees are directed to limit 
payments of principal to $10,000 in any 
one year. She is granted a general power 
of appointment to direct disposition of 
the principal by will, but in default of 
exercise of the power, the principal shall 
remain in further trust during the life 
of testator’s son, and the income dis- 
tributed to the son, his wife, and their 
children, with the remainder passing to 
the son’s wife and children. 

Fund B is to be further divided into 
two shares. The income of one of the 
shares is to be distributed to Mr. Hal- 
pern’s wife, son, daughter-in-law, and 
grandchildren, and upon the death of 
the survivor of the son and his wife, 
the remainder is to be distributed to 
their children. The other share is to be 
subdivided into as many shares as there 
are grandchildren living and grandchil- 
dren deceased but leaving issue, each 
share to be held in further trust. Re- 
maining principal is to be paid to chil- 
dren of a deceased grandchild when they 
attain the age of 21, and to surviving 


grandchildren according to scheduled 
distributions between ages 21 and 30. 

The Hanover Bank of New York and 
Mrs. Halpern are designated executors 
and trustees. 

JOHN C. WILLIAMS, 
chairman and president of L. Bamberger 
& Co., bequeathed $1,000 to Princeton 
University and $50,000 and all his 
tangible personal property to Mrs. Wil- 
liams. The balance of the estate is to be 
divided into two funds and held in trust 
for her. The amount of the first trust is 
to be determined by subtracting from the 
maximum marital deduction the value of 
all other property passing to testator’s 
wife which is included in the value of the 
gross estate and which qualifies for the 
marital deduction. 

To the extent that Mrs. William may 
fail to appoint in her will the remainder 
of the principal of the first trust, it is 
to be distributed in the same proportions 
and to the same persons as the remain- 
der of the principal of the second trust. 
The trustees are directed to divide the 
remainder of the second trust into as 
many shares as there are children of 
his surviving and children who prede- 
ceased his wife leaving issue surviving. 
One share is to be distributed per stirpes 
among the issue of a predeceased child, 
and one share held in further trust for 
any child of the testator surviving. The 
latter shares are to be distributed, upon 
the death of the income beneficiary, to 
the child’s issue surviving. 

Mr. Williams named his wife and 
Fidelity Union Trust Co. of Newark as 
executors and trustees. 
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CHESSER M. CAMPBELL, publisher of 
“The Chicago Tribune,” and one of the 
three “trusted lieutenants” to which Col. 
Robert R. McCormick gave control of 
the Tribune in his will, left all personal 
property and his home to his wife and 
directed the rest of his estate to be trans- 
ferred to The First National Bank of 
Chicago as trustee under a trust he had 
created in 1956. The executor, the 
trustee bank, is authorized to exercise 
any options to purchase stock of any 
corporation which Mr. Campbell pos- 
sessed at his death, and to borrow money 
or pledge any estate assets for such pur- 
pose. By codicil, he released his wife, 
brother, sister, brother-in-law and chil- 
dren from any indebtedness to him. 


EMILY Post, for many years a leading 
authority on etiquette, left the bulk of 
her estate, estimated as in excess of 
$500,000, to her son. She devised her 
170-year-old home in Edgartown, Mass., 
in which she took great pride, to her 
grandson, and after the usual directions 
to pay funeral expenses and debts, left 
the remainder of the estate to her son. 
If her son, who is appointed executor, 
fails, refuses, or is otherwise unable to 
act in such capacity, Chase Manhattan 
Bank is named in his stead. 


Mrs. WORTHINGTON SCRANTON, promi- 
nent in Pennsylvania politics for nearly 
50 years and vice-chairman of the Re- 
publican National Committee from 1936 
to 1938, willed $10,000 to each of four 
household employees if in her employ 
at her death. She also provided for em- 
ployees of lesser tenure with bequests of 
$2,000 for ten years continuous service 
and $1,000 for five years continuous serv- 
ice. Her three daughters are to divide 
her jewelry and personal belongings 
among them, and her son is to receive 
the residue of the estate. Mrs. Scranton 
stated in her will that “any seeming 
inequity of distribution ... of my prop- 
erty among my children arises not from 
any inequality of love or affection on 
my part for only from circumstances 
with which they are familiar, and they 
and I agreed that such disposition is de- 
sirable.” Named as executors are her 
son, another individual, and North- 
eastern National Bank & Trust Co. of 
Scranton. 


THomaAs E. SuHarpP, owner of radio and 
television stations in southern California, 
left a large segment of his estate, esti- 
mated at over $25,000,000, to a son he 
was not convinced was dead. His son 
was reported missing in action in World 
War II, but the will declared that “since 
the proof of the death of my son is not 
conclusive, there is a remote possibility 
that he may still be living, and this will 
and testament is prepared with that pos- 
sibility in mind.” He made no provision 
in the will for his daughter as he had 
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established trusts for her during her 
lifetime. 

One-tenth of the value of the estate, 
after deduction of probate and adminis- 
tration expenses, is to be paid to a San 
Diego hospital named for his son, pro- 
vided that the hospital’s directors use 
the money to defray the cost of struc- 
tural additions to the hospital. After 
making provision for increasing the 
corpus of an inter vivos trust for the 
benefit of his brothers and sisters to 
$1,000,000, Mr. Sharp directed that one- 
half of the residue of the estate is to 
pass to his son or his living descendants, 
one-quarter to his daughter’s issue, and 
one-quarter to be divided between his 
brothers, sisters, and the issue of de- 
ceased brothers and sisters. 

Decedent had property in Canada and 
Australia as well as in this country. If 
probate proceedings are necessary in 
Canada, he designated The Canada 
Permanent Trust Co. of Toronto as ex- 
ecutor for property located there. Union 
Title Insurance and Trust Co. of San 
Diego is named as the American ex- 
ecutor, and Security Trust and Savings 
Bank, also of San Diego, is appointed 
guardian of the estate passing to his 
granddaughter. 


Other recent corporate 
pointments: 


fiduciary ap- 

C. E. KENNETH MEES, retired vice 
president for research at Eastman Kodak 
Co.: Bishop Trust Co., Ltd., Honolulu, 
executor and trustee. 

DANA H. FERRIN, chairman of Ap- 
pleton-Century-Crofts, Inc., publishers: 
Scarsdale (N. Y.) National Bank and 
Trust Co., co-executor and co-trustee. 

MARION E. PARKS, president emeritus 
of Bryn Mawr College: Plymouth 
(Mass.) National Bank, executor. 

EpWaArD A. DEEDs, retired chairman 
of National Cash Register Co.: First Na- 
tional City Trust Co., New York, co- 
executor and co-trustee. 

LEONARD P. St. Cuair, retired presi- 
dent of Union Oil Co.: Security-First 
National Bank of Los Angeles, executor. 

Epwin K. DALy, president of Horn & 
Hardart Automat restaurants: Provident 
Tradesmens Bank and Trust Co., Phila- 
delphia, co-executor and co-trustee. 

Ceci. F, Dawson, retired president 
and chairman of Dixie Cup Co.: Girard 
Trust Corn Exchange Bank, Philadel- 
phia, co-executor. 


A AA 


e A new movie “The Personal Touch” 
takes the viewer inside for a close look 
at banking and trust functions in North- 
western National Bank, Minneapolis. It 
sheds light on such areas as wills, types 
of trust funds, and the manner in which 
estates are handled. The film has been 
shown to bank employees and additional 
showings are scheduled for business and 
civic groups, as well as schools. 
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[CURRENT LITERATURE 


By RAYMOND F. GREGORY 
Seghers, Reinhart & McCall, New York 











Books 


Scott’s Abridgment of the Law of 
Trusts 


AUSTIN W. SCOTT. Little, Brown & Co., 34 
Beacon St., Boston 6 (796 pp.; $11.00). 


Professor Scott has prepared a one- 
volume abridgement of his classic five- 
volume work on the law of trusts which 
captures the substance of the larger 
work while providing the time-saving 
attributes of a one-volume deskbook. The 
multi-volume work has been condensed 
by omitting discussion of all but leading 
cases and by compressing some sections 
and omitting certain others, particularly 
in the chapter on constructive trusts. 
Footnote annotations have been elimi- 
nated, and, this, as Professor Scott 
states in his preface, “is like stripping 
a bird of its feathers, but it will be easy 
for the reader to refer to the original 
treatise to ascertain the authorities 
which support the statements in the 
text.” However, citation of important 
cases have been transferred to the text 
itself. 


The abridgment, in addition to discus- 
sion of legal theory, emphasizes the prac- 
tical side of trust problems such as diffi- 
culties arising in the administration of 
a trust. Contributing to its utilty and 
practicality is an analytic table of con- 
tents. 


Working With the Revenue Code — 
1960 
Edited by T. T. SHAW. American Institute of 


Certified Public Accountants, 270 Madison Ave., 
New York 16 (241 pp.; $3.50). 


Since 1954, leading articles appearing 
in the Journal of Accountancy’s Tax 
Clinic have been published annually un- 
der one cover and entitled Working With 
the Revenue Code. Being a collection of 
opinions and advice of leaders in the 
field, the basis of this book is the knowl- 
edge, skill, and experience of eminent 
tax authorities. Arranged in the same 
order as the Code, chapter titles corre- 
spond to Code chapters and subchapters, 
and the table of contents is cross refer- 
enced to Code sections. 


Illustrative of the scope of the work 
are some of the subtitles appearing un- 
der Gross Income — Section 61: “Can’t 
Walk Away from Travel Expense Re- 
imbursement,” “Contributions of Mort- 
gaged Property to Charity,” “How Book- 
keeping Entries May Create Taxable In- 
come.” Since the inception of the series, 


the size of the annual volume has in- 
creased fourfold, and nearly one third 
of the materials included in this year’s 
edition did not appear in former editions. 
For the first time, a complete subject in- 
dex has been inserted. 


Texas Institutes Current Tax Law De- 

velopments: Volume IV 

University of Texas Law School Foundation, 

2500 Red River, Austin 5 (327 pp.; $10.00). 

This volume contains the proceedings 
of the 7th Annual Taxation Conference 
held at the University of Texas School 
of Law in October, 1959. The principal 
papers, each by an eminent authority, 
(Nossaman, Marsh and Loftin, to men- 
tion a few), include consideration of the 
following areas: thin corporations, cur- 
rent developments in subchapter C, in- 
come taxes during the administration of 
estates, estate planning and conflict of 
laws, profit sharing plans for small busi- 
nesses, and current developments in oil 
and gas tax law. 

Of note are the extensive appendices. 
Included here, in addition to model forms 
for profit sharing plans, partnership 
agreements, and will and trust agree- 
ments, are 100 pages of corporate buy- 
sell agreement forms. Also included in 
the appendices is a selected bibliography 
of tax materials published in recent 
years. 


American Will Statutes 


JOHN B. REES, JR. Virginia Law Review As- 

sociation, Charlottesville (98 pp.; $2.00). 

With the exception of a foreword by 
Professor Percy Bordwell, the contents 
of this book appeared in the May and 
June issues of the Virginia Law Re- 
view (See July and September Trusts 
AND ESTATES, 695 and 856). Professor 
Bordwell prepared his study of the com- 
parison of American will statutes in 
1929, and the present author has under- 
taken to revise and bring up to date 
Professor Bordwell’s work. 

The author’s purpose is to state the 
statute law of wills of the United States 
and its dependencies as of January 1, 
1960. Cases arising under the statutes 
are not within the scope of this work, but 
citations to leading treatises on the law 
of wills have been included. As Profes- 
sor Brodwell indicates, an attorney who 
commences his research of a will’s prob- 
lem from the cases will find only con- 
fusion, but if he begins with the statutes, 
the cases will fall into place — hence, 
the usefulness of this work. 


1960 Federal Tax Law Changes; 
Real Estate Investment Trusts 


Commerce Clearing House, Inc., 4025 W. Peter- 
son Ave., Chicago 46 (each booklet — $1.00). 
Changes enacted by Congress in 1960 
in the Internal Revenue Code include 
provisions effecting deductions for the 
care of students in the home, real estate 
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tax accruals, estimate tax of individuals, 
foreign tax credit, requirement of domes- 
tic corporations to furnish information 
concerning their foreign subsidiaries, 
and real estate investment trusts. The 
first of the two CCH booklets reviewed 
here presents the text of the new and 
the amended laws and the committee re- 
ports and an explanation of the changes 
effected. 

The second booklet is concerned with 
only one of the 1960 changes — the 
newly enacted sections- of the Code re- 
lating to the real estate investment 
trust. Sections 856-858 of the Code pro- 
vide for the taxation of such trusts in 
a manner similar to that of the regu- 
lated investment company. Briefly, the 
scope of the booklet covers qualifications 
as a real estate investment trust, tax- 
ation of the trust and its beneficiaries, 
and the liquidation of such trusts. Text 
of the new sections and the committee 
report is appended to the explanatory 
materials, 


Company Giving 


LEO J. SHAPIRO. Survey Press, 814 N. Mich- 

igan Ave., Chicago 11. (136 pp., $5.75.) 

Based on a study sponsored by the 
Chicago Chapter, Public Relations Soci- 
ety of America, this volume examines 
the policies and practices of companies 
in the Chicago area in regard to contri- 
butions. What these companies are actu- 
ally doing as to the selection of re- 
cipients, determination of size of contri- 
bution, choice of officer or officers re- 
sponsible, and treatment of “influential” 
requests is tabulated and discussed. 
Breakdowns for various sizes of com- 
panies are presented. The place of the 
branch office or factory in deciding upon 
contributions is discussed. Most of the 
larger companies reported 150 requests 
annually and “a few were besieged with 
more than 2,000 requests a year.” Since 
“every action or lack of action of a com- 
pany affects its public relations,” this 
volume can be of great practical value 
to officers responsible for guiding the 
contribution of policy of their company, 
large or small. 


W.M.B. 


SUPPLEMENTS AND RECOMPILATIONS 


Estate Planning: Second Edition 


A. JAMES CASNER. Little, Brown & Co., Bos- 
ton. 


The 1960 supplement to Professor Cas- 
ner’s excellent compendium of cases, 
statutes, text and other materials on 
estate planning has made its appearance, 
covering developments since publication 
of the book in 1956 down to approximate- 
ly May 1, 1960. In addition to updating 
of text and citations, the 363-page 
pamphlet includes two of the author’s 
recent addresses dealing with beneficiary 
controls over a trustee’s discretion as to 
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income or principal distributions, and 
the income taxation of estates. Also set 
forth is the proposed legislation on the 
latter subject emanating from the work 
of the Advisory Group on Subchapter J 
of which Professor Casner was chair- 
man. 


Scott on Trusts: Second Edition 
AUSTIN W. SCOTT. Little, Brown & Co., Bos- 


ton. 

More than 2,100 citations have been 
added to the second edition of this land- 
mark of trust literature in the brief 
period since its original appearance in 
1956. Parenthetically, it is gratifying to 
note that the first two references are to 
TRUSTS AND ESTATES. Besides showing 
how the cases support, apply or run 
counter to the original text, Professor 
Scott has expanded thereon in a number 
of instances and he also reflects statu- 
tory developments through 1959. 


Thompson on Real Property 
GEORGE W. THOMPSON. Bobbs-Merrill Co., 


Indianapolis, Ind. 

When this outstanding treatise was 
first published two decades ago, it com- 
prised 12 volumes. Now, despite adequate 
physical provision for supplementation, 
the set has grown to 15 books because of 
the necessity of reporting and appraising 
the legal events that have since tran- 
spired in what was once considered the 
rather static field of property law. The 
latest of the recompilations, whereby one 
volume is split into two, is book 3 deal- 
ing with estates less than a freehold and 
various aspects of leases and the land- 
lord and tenant relationship. These vol- 
umes, like the 1960 supplements to the 
complete work, were prepared by John S. 
Grimes. 


Estates Practice Guide 


HOMER I. HARRIS. Baker, Voorhis & Co., Mt. 

Kisco, N. Y. 

The 1960 supplements of this two- 
volume guide to estate planning and ad- 
ministration in New York reflects sev- 
eral significant developments since the 
treatise came out in 1954. The most im- 
portant changes are statutory, affecting 
the rules against perpetuities and ac- 
cumulations. The latest state estate tax 
rates and methods of computing fidu- 
ciary commissions are explained. The 
effects of the gifts to minors statute are 
also explored. 


ARTICLES 


Estate Tax Planning and Gifts to a 

College 

WILLIAM V. REDMANN, Estate Planners 

Quarterly, September, 1960 (215 W. 34th St., 

New York; annual subscription—$10). 

This article is designed for the at- 
torney unapprised of the estate plan- 
ning factors associated with making gifts 
to colleges, and hence it is not the in- 





tention of the author to present a com. 
prehensive study. Preliminary to dis- 
cussion of the main subject, the author 
reviews the principles involved in “first” 
and “second estate” tax savings and com- 
ments on applicable gift and income tax 
laws. The author concludes with a gen- 
eral discussion of inter vivos and testa- 
mentary gifts to colleges and the oppor- 
tunities for tax savings. 


Qualifying Insurance for Marital De- 
duction 

C. IVES WALDO, Jr., Journal of Taxation, 

November, 1960 (147 E. 50th St., New York 

22; $1.50). 

The problem of qualifying life insur- 
ance proceeds for the maritai deduction 
becomes more complicated if the pro- 
ceeds are retained by the insurance com- 
pany under a settlement option elected 
by the insured. In light of recent con- 
flicting decisions, meticulous planning is 
mandatory if the deduction is not to be 
lost. In his consideration of the leading 
cases in this area and of Code section 
2056, the author discusses various settle- 
ment options currently in use. 


Valuing Closely Held Stock for Estate 

Tax 

GEORGE L. WEISBARD, Journal of Taxation, 

September, 1960 (147 E. 50th St., New York 

22; $1.50). 

How does an executor determine the 
market value of closely held stock when 
there is no market? Some of the guide 
lines that the author suggests are com- 
parison of the corporation’s position with 
its competitors, anticipated economic 
conditions and the future dividend pay- 
ing capacity of the corporation. Under 
certain conditions, the agreed price in 
restrictive arrangements, such as stock- 
holder buy-sell agreements and stock re- 
tirement plans, will be accepted as the 
estate tax value. The author also dis- 
cusses elements that may have a de- 
pressive effect upon the value of closely 
held stock, such as loss of managerial 
talent, employee morale, and union re- 
lations. 


Congress Approves Real Estate Invest- 
ment Trust 

SIDNEY I. ROBERTS, ARTHUR A. FEDER 

and HERBERT H. ALPERT, Journal of Taxa- 

tion, October, 1960 (147 E. 50th St., New York 
22° $1.50). 

Congress recently provided for tax 
benefits for the real estate investment 
trust and thereby made way for the use 
of this instrumentality as a means of 
ownership of real property by many 
owners. Although not treated as a true 
conduit, an organization qualifying as 
a real estate investment trust will not 
be taxed on its distributed income. How- 
ever, the trust’s undistributed income is 
subject to tax and net operating losses 
are not passed on to the beneficiaries. 
Qualification for the tax benefits af- 
forded by this new legislation has been 
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surrounded by many limitations which 
are the subject of study of this article. 


Options and the Rule Against Per- 
petuities 

GEORGE T. DUNLAP III and FREDRIC G. 

LEVIN, University of Florida Law Review, Sum- 

mer, 1960 (Gainesville; $1.25). 

The authors submit that the only valid 
reason for the application of the rule 
against perpetuities to options to pur- 
chase real property is the rule’s prohi- 
bition against restraints on improve- 
ments. An option in gross for a fixed 
price would certainly restrain the op- 
tionor from making improvements to his 
property when he knows that he will 
not be repaid for the improvements if 
the option is exercised. Examined in this 
article are the possible effects of the 
substitution of appraisal or market price 
for fixed price in the option contract. 


1960 Amendments to New York Stat- 
utes on Perpetuities and Powers of 
Appointment . 

ROBERT S. PASLEY, Cornell Law Quarterly, 

Summer, 1960 (Ithaca, N. Y.). 

The author’s studies for the New York 
Law Revision Commission in 1959 and 
1960 have been consolidated, and in some 
respects condensed, for presentation in 
this article with the recommendations 
made by the Commission and the actions 
taken by the legislature. Following a his- 
tory of the rule against perpetuities in 
New York, the article examines four 
topics on which legislation was enacted 
in 1960: addition of a 21 year period in 
gross; construction of limitations which 
are prima facie invalid; matters relating 
to powers of appointment; and legal life 
estates and remainders following terms 
of years. Although not effecting radical 
changes in the law, these amendments 
liberalize prior restrictions on the power 
of alienation and have brought New 
York law in this area closer to that of 
the other 49 states. 


Settlement Options and Trusts 


WILLIAM F. KRUEGER and CHARLES C. 

HINCKLEY. Journal of American Society of 

Chartered Life Underwriters, Fall, 1960 (3924 

Walnut St., Philadelphia 4; $1.50). 

The authors assert that settlement op- 
tions and trust services are comple- 
mentary rather than competitive as each 
is intended to meet different objectives 
in dissimilar situations. The basic ele- 
ments of settlement options and trusts 
as well as the advantages of settlement 
option distribution of life insurance pro- 
ceeds and trust distribution are com- 
pared and analyzed. The authors sug- 
gest under which circumstances the one 
rather than the other should be utilized 
and indicate the extent to which legal, 
administrative and other costs may affect 
the determination. 
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Your State Legislative Program 


LEROY B. STAVER. Trust Bulletin, September, 
1960 (12 E. 36th St., New York 16; $.50). 


In many states, legislation affecting 
trusts and estates is incomplete and fidu- 
ciaries and beneficiaries would mutually 
benefit from their improvement. The 
relatively limited scope of statutes gov- 
erning trust and estate administration 
and the general indifference to them 
ordinarily causes them to remain un- 
noticed. The author calls for the trust- 
man to undertake promotion and spon- 
sorship of corrective legislation, and he 
offers practical suggestions for a pro- 
gram to secure the required laws. 


How New Disability Tax Rules Affect 
Contributory Profit Sharing Trusts 
and Pension Plans 
Employee Benefit Plan Review, September, 1960 
(180 W. Adams St., Chicago 3; $.50). 
Recently promulgated Treasury regu- 

lations concerning taxation of disability 
benefits received by an employee under 
a contributory profit sharing plan or pen- 
sion plan is the subject of two articles 
in the September issue of the Employee 
Benefit Plan Review. Under a contribu- 
tory plan, in order to secure the greatest 
tax advantage, it is necessary to deter- 
mine whether the disability benefits are 
to be attributable entirely to the em- 
ployer’s contributions or in proportion 
to the eontributions of both employer 
and employee. The new rules as they 
apply to profit sharing trusts are dis- 
cussed in the first article and reasons 
why the allocation procedure will not be 
applied in a contributory pension plan 
are explained in the second. 


Inheritance and Estate Tax Law in 

New England 

SAMUEL C. FISH. Boston University Law Re- 

view, Summer, 1960 (11 Ashburton Place, Bos- 

ton; $1.25). 

The author and his committee has pre- 
pared a survey of the status of in- 
heritance and estate taxation in the New 
England states. Each state is examined 
separately and the study of each juris- 


diction is subdivided into the following 
categories: nature of the tax imposed; 
constitutionality; estates, transfers, and 
property subject to tax; rates and ex- 
emptions; deductions; valuations; ad- 
ministration; reciprocity; and additional 
estate tax for Federal credit. This arti- 
cle may provide a handy tool for the 
practitioner who must be cognizant of 
laws taxing an estate in his own state 
as well as neighboring states in New 
England. 


A AA 


Trust Theses Win Honor 
at Stonier GSB 


Five of the 29 theses selected this 
year for permanent retention by the 
Stonier Graduate School of Banking at 
Rutgers were written on trust subjects. 
The theses will be placed in the libraries 
of Harvard University Graduate School 
of Business Administration, Rutgers, 
and the American Bankers Association. 
They were chosen from a total of 313 
theses submitted by the 1960 graduating 
class. 

The trust topics and their authors are: 

Problems in the Relationship between 
the Trustee and the Investment Adviser 
— Peter J. Brennan, assistant trust 
counsel, Harris Trust & Savings Bank, 
Chicago 

A Study of Fiduciaries’ Compensation 
in the State of Pennsylvania — Verne 
C. Myrland, assistant trust officer, Ful- 
ton National Bank, Lancaster 

Trusts and Conflicts: A Consideration 
of the Conflict of Laws as Relating to 
Trusts — James Robert Nolan, assistant 
secretary, Continental [Illinois National 
Bank & Trust Co., Chicago 

Acceptance of Estates, Personal Trusts, 
and Agency Accounts from a Cost Point 
of View by Application of Administra- 
tion and Operational Yardsticks — Wil- 
ford L. Simpson, trust officer, National 
City Bank, Cleveland 

Effect of Inter Vivos Trusts on Marital 
Rights — Rahe H. Von Hoene, assistant 
trust officer, Denver United States Na- 
tional Bank, Denver. 
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CHARITABLE TRuSTS — Cy Pres Not 
Applicable Where Specific Purpose 
Failed — Rule Against Perpetuities 
Applied 

Pennsylvania—Supreme Court 
Pruner Estate, 400 Pa. 631. 


In 1904 testator devised real estate to 
two municipalities to establish and main- 
tain a home for friendless children, and 
provided that if the municipalities were 
not able to carry out the gift, the prop- 
erty was to go to his niece. The munici- 
palities accepted the gift and established 
the home. However, it was not well pa- 
tronized and in the last ten years there 
were no guests. Presently the invest- 
ments total over $31,000 and the in- 
come is almost double the expenses. 


In the lower court the heirs of the 
niece claimed the reversionary estate be- 
cause the purpose of the trust had failed. 
The lower court rejected the claim, cling- 
ing to the belief that there were friend- 
less children in the two municipalities 
who could qualify as guests. The heirs 
of the niece appealed. 


HELD: Reversed. This was a spacific 
gift for a specific purpose with a re- 
versionary gift to the niece if the pur- 
pose of the gift failed or could not be 
carried out. The doctrine of cy pres has 
no application because the testator ex- 
pressly provided for the reverter upon 
failure of the charitable gift. However, 
the interest given to the niece is sub- 
ject to the rule against perpetuities and 
is void. Therefore, the property reverts 
to the estate and an intestacy results. 


CHARITABLE BEQUESTS Statute 
Validating Bequest in Prohibited 
Period Not Applicable Where Prior 
Similar Will was Executed in Same 
Period 


Florida—Supreme Court 
In re Estate of Blankenship, 122 So. 2d 466. 


Iva Blankenship died on Feb. 25, 1958, 
leaving a last will executed three days 
prior to her death, the effect of which 
was to give her entire estate to charity. 
The last will was substantially identical 
to a series of prior wills, executed in 
the years just preceding decedent’s 
death. One such prior will had been 
executed in January, within six months 
of decedent’s death. 
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Under Florida law, (F.S. 731.19), a 
charitable testamentary gift is void, un- 
less the will was executed at least six 
months prior to decedent’s death. In 
1957 the legislature added a proviso sav- 
ing charitable gifts if the last will exe- 
cuted within the prohibited six months 
period contained charitable gifts sub- 
stantially identical to those in the “will 
duly executed immediately next prior to 
such last will and more than six months 
before his death.” In the instant case, 
a disinherited heir attacked the chari- 
table gift upon the clever theory that 
the will next prior to the last will was 
also made within the prohibited six 
months period, and hence the gift was 
not saved by the 1957 amendment. 

The District Court of Appeal (see 
Dec. 1959 issue) held that a literal in- 
terpretation of the statute should not 
be accorded, if it leads to an unreason- 
able conclusion, and, accordingly, the 
charitable gift was upheld. . 

HELD: Reversed. The 1957 exception 
to the statute avoiding charitable gifts 
contained two conditions, both of which 
must be met to aid the charitable be- 
quest: (1) The testator must have ex- 
pressed substantially the same bequest 
in a will executed immediately next prior 
to his last will, i.e., in the next to the 
last will made by him, and (2) the next 
to the last will must have been executed 
at least six months before the testator’s 
death. Despite the logic of the holding 
of the Probate Judge and the ruling of 
the District Court of Appeal, prior hold- 
ings of the Supreme Court demand that 
the court cannot deviate from plain stat- 
utory language. Accordingly, in the in- 
stant case, as the next to the last will 





was also executed within the prohibited 
six months period, and, despite earlier 
identical wills dating past the prohibited 
six months period, the charitable be- 
quests were void. 


CLAIMS — Remaindermen Cannot 
Compel Estate to Pay Mortgage on 
Homestead Where Mortgagee Has 
Not Filed Claim 


Florida—District Court of Appeal, 3rd District 
Furlong v. Leybourne, 121 So. 2d 797. 


Decedent died leaving a will, the sole 
beneficiary of which was his widow. He 
was also possessed of a homestead 
which under Florida law passes, despite 
the will, to the widow for life, with the 
remainder to the surviving children. The 
homestead was encumbered by a mort- 
gage executed by decedent and his wi- 
dow. The mortgagee elected not to file a 
claim in the probate estate, reserving 
thereby only its right to foreclose the 
mortgage. The remaindermen sued the 
mortgagee and the widow, individually 
and as executrix, seeking to force pay- 
ment of the mortgage from the testa- 
mentary assets, under the doctrine of 
exoneration. 


HELD: The mortgagee having filed no 
claim, the personal representative was 
not entitled to pay the mortgage from 
the assets of the estate, and the doctrine 
of exoneration could not come into effect. 
The remaindermen’s claim within the 
limited period did not fill the void which 
resulted from the election of the mort- 
gagee not to file its claim. However, the 
case is remanded with directions to take 
further testimony on the sole issue of 
the effect of the widow being a primary 
obligor on the note and mortgage with 
her deceased husband, an issue not origi- 
nally decided by the trial court. 

NOTE: No Florida court has yet pass- 
ed on the last issue above, nor has there 
been a reported Florida decision to date 
on the general question of whether or 
not the doctrine of exoneration applies 
in Florida, whereby devisees of real prop- 
erty encumbered by a mortgage are en- 
titled to have it paid from the personal- 
ty of the estate. 
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CLaims — Agreement to Make Will, 
Not Complied With, Supports 
Claim for Services 


California—District Court of Appeal 
Drvol v. Bant, 183 A.C.A. 355 (July 29, 1960). 


Plaintiff filed a claim against the ad- 
ministratrix for services rendered to the 
decedent, plaintiff’s aunt, in reliance on 
her promise to devise her home to him. 

Decedent executed the testamentary 
writings, in both of which she attempted 
to devise the property to plaintiff. The 
first of these, not found at decedent’s 
death, was presumed to be revoked. The 
other, a holographic will, was denied 
probate because not dated. Plaintiff’s 
claim for the reasonable value of his 
services, rejected by the administratrix, 
was allowed by the Probate Court. 


HELD: Affirmed. This is not an ac- 
tion to enforce an oral contract to be- 
queath or devise property but to recover 
in quantum meruit. The law implies a 
permission to pay the reasonable value of 
services rendered on decedent’s request. 
The cause of action accrued at date of 
decedent’s death, and the statute of lim- 
itations ran only from that time. 


COMPENSATION Attorney’s Fee 
Based Solely on Percentage of 
Amount Recovered for Estate Held 
Improper 

Washington—Supreme Court 

In re Bailey’s Estate, 156 Wash. Dec. 585, 354 

P. 2d 920. 

Clara Bailey died intestate in 1955, 
leaving a gross estate in excess of $250,- 
000. In January 1958, the Court ap- 
proved the administrators’ first interim 
report and allowed the attorney for the 
estate $15,000 for his services to date. 
In November 1958, certain assets of the 
estate were offered for sale at public 
auction and sold to Lottie Bode for $68,- 
112. Shortly thereafter the administra- 
tors presented their second interim re- 
port which was approved, and the at- 
torney for the estate was allowed an 
additional fee of $5,000 for services 
rendered between the first and second 
reports. 

Lottie Bode having failed to pay the 
amount of her bid for the assets pur- 
chased, the administrators were author- 
ized to sue her. Judgment was finally 
collected. In May 1959, the administra- 
tors presented their third and final re- 
port, and the court allowed additional 
attorney’s fees in the amount of $8,075. 
Of this amount, $6,811 represented an 
allowance of a fee based on 10% of the 
judgment recovered against Lottie Bode. 
There was no evidence of a contingent 
fee agreement between the attorney and 
the administrators, or of court approval 
of such an agreement. 


HELD: Reversed. In fixing the attor- 
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As you may have already suspected, the con- 
ditions of the will are most unusual. . .” 
Mort Temes reprinted with permission 
of ‘1000 Jokes’? Magazine. 





ney’s fee for the recovery and satisfac- 
tion of the judgment against Lottie 
Bode, the Trial Judge considered only 
one factor, namely, the amount of the 
recovery. The statute requires the court. 
to allow to the attorney for an estate 
such compensation as to the court shall 
seem just and reasonable. In fixing the 
amount of the fee, the court is to con- 
sider the amount and nature of the 
services rendered, the time required, the 
diligence with which they have been ex- 
ecuted, the value of the estate, the 
novelty and difficulty of the legal ques- 
tions involved, the skill and training re- 
quired in handling them, the good faith 
in which the various legal steps were 
taken, and all other matters that would 
assist the court in arriving at a just and 
fair allowance. The court abused its dis- 
cretion in awarding the attorney a per- 
centage fee for these services based 
solely on the amount of the recovery. 


DISTRIBUTION — Proceeds Payable 
Under Stock Purchase Agreement 
do not Pass to Specific Legatee of 
Stock 


New York—Appellate Division, 2nd Dept. 
Matter of Bracalello, 204 N.Y.S. 2d 969. 


Testator bequeathed to his brother 
and sisters his stock in family corpora- 
tions “which I have a right to convey.” 
Six days after making the will, the testa- 
tor made an agreement with the corpo- 
rations providing that the testator could 
not transfer the shares without first of- 
fering them to the corporations and that 
on the testator’s death the corporations 
would buy the shares and payment would 
be made to the testator’s estate or to 
such persons as his executors might 
direct. 

The brother and sisters asserted here 
that the stock passed to them subject to 
the contracts with the corporations. The 
residuary legatee contended that the 
proceeds payable by the corporations 
passed as part of the residuary estate. 
The Surrogate, having been directed by 


the Appellate Division on a prior appeal 
to take proof as to the testator’s inten- 
tion, found that the testator intended the 
will to apply only to stock he acquired 
after the making of the agreements with 
the corporations. 

HELD: The shares of stock do not 
pass to the brother and sisters. The re- 
siduary legatees are entitled to the pur- 
chase price payable by the corporations. 


EXPENSES — Husband Not Liable for 
Funeral Expenses of Wife 


Indiana—Appellate Court 
Kertman v. Gallentine, 169 N.E. 2d 1. 


Minnie Gallentine died intestate leav- 
ing her second husband and four chil- 
d.en by her first husband. The deceased 
had sold a parcel of real estate on con- 
tract previous to her second marriage. 
After her death, this contract was as- 
signed by her heirs to the funeral home 
in order to pay the expenses of her 
funeral. The purchaser of the contract 
made payments to the funeral home 
totaling $920, which was the cost of the 
funeral. He then abandoned the contract 
and the administrator of the estate pe- 
titioned to sell the property. It was sub- 
sequently sold for $1,500. 

The administrator filed his final ac- 
count and asked that the funeral ex- 
penses be charged against the husband’s 
interest in the estate. The administrator 
based his claim on (1) the common law 
duty of the husband to pay for his wife’s 
funeral expenses, and (2) the lack of 
any agreement to pay the expenses by 
the heirs. 


HELD: There is a common law duty 
of a husband to pay funeral expenses of 
his wife, “but where the wife leaves an 
estate the husband’s liability becomes 
secondary.” The husband’s liability for 
his wife’s funeral expenses is subject to 
certain qualifications. The husband’s 
duty is to bury his wife in a manner 
suitable to his station in life. However, 
a husband’s liability for his wife’s burial 
expenses is secondary if his wife leaves 
an estate, and may be relieved by con- 
tractual or testamentary provisions pro- 
viding for such expense. 

The primary obligation of the husband 
was discharged by the heirs’ agreement 
to pay the funeral expenses. This agree- 
ment was in the nature of a family 
settlement. The administrator took the 
estate subject to the agreement of the 
heirs. The administrator and heirs had 
no right to set-off the decedent’s funeral 
expenses against the husband’s share of 
the estate. 


A A A 


e Theme of the 13th Annual Institute 
on Federal Taxation, held at the Uni- 
versity of Southern California October 
19-21, was the deferral of taxes on in- 
come. 
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FIDUCIARIES — Surcharge for Delin- 
quencies and Failure to Invest 


Pennsylvania—Supreme Court 
Jones Estate, 400 Pa. 545. 


The will named a bank and an indi- 
vidual as executors and trustees. Letters 
were granted to them in 1950. The estate 
was to be held in trust to pay the widow 
as much income as she needed for her 
maintenance and at her death to pay 
one-half to her appointees by will and 
one-half to brothers and sisters. The 
widow died in 1951 and appointed half 
of the estate to her two sisters. In 1954 
the latter two petitioned the Court for 
their share of the estate and for an 
accounting. The lower Court surcharged 
the executors for failure to pay inheri- 
tance tax within the statutory period, 
for failure to contest certain valuations 
for inheritance tax purposes, for the 
costs of a futile appeal taken after the 
time for appeal had expired, and for 
failure to claim certain inheritance tax 
deductions. The lower Court also im- 
posed a surcharge for failure to invest 
idle funds at the rate of 3 per cent per 
annum. 

HELD: Modified. The surcharges re- 
lating to inheritance tax matters are 
fully justified by the evidence. In re- 
spect to the failure to invest, the execu- 
tors realized $23,500 from sales of pro- 
ductive real estate within five months of 
their appointment, but did not invest 
until almost five years later. In 1952 
and 1953 the remaining real estate was 
sold but no distribution or accounting 
was made. These executors delayed and 
postponed settlement of the estate so 
that for a period of five years funds 
which could have been distributed to the 
beneficiaries were allowed to remain idle 
and unproductive. Every person having 
an interest in this estate. after the 
widow’s death has died without receiving 
any part of the estate. The rate of the 
interest surcharged should be increased 
from 3 to 6 per cent. 


FIDUCIARIES — Trustee Empowered 
to Appoint Successor Corporate 
Fiduciary but Not Foreign Institu- 
tion 

Pennsylvania—Supreme Court 
Frank Trust, 400 Pa. 614. 


Isaac Frank and his wife created three 
inter vivos trusts in 1927 and 1930 in 
which the individual trustees and the 
corporate trustee resided in Pittsburgh 
and the trust assets having a value of 
$1% million were located there. The 
corporate trustee became insolvent and 
resigned in 1931. Since then the trusts 
have been managed with outstanding 
success by one of the individual trustees, 
who now resides in New York. Through 
the creation of a corporation in which 
the trusts held the stock and later a 
partnership in which the trusts were the 
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partners, the assets were moved to Dela- 
ware and administered there. 


Later the corporation and partnership 
were dissolved and the assets returned 
to the trusts, but were transferred to 
New York and held by a trust company 
there in nominee registration. An ac- 
counting of the trusts was filed in 1949 
in the Orphans’ Court of Allegheny 
County and awarded back to the trus- 
tees. Another accounting was filed in 
1957 and a petition was filed for the ap- 
pointment of a New York trust com- 
pany as a trustee. Two of the trust 
deeds authorized the individual trustees 
to demand the resignation of the original 
corporate trustee and in that event to 
appoint a successor corporate trustee. 
The trustees supplemented their petition 
by presenting a written instrument ap- 
pointing the New York trust company 
as a trustee. The lower court denied the 
petition and ordered the assets, now 
over $14 million, returned to Pittsburgh. 
The trustees appealed. 

HELD: Modified. The trustees had the 
right to name the corporate trustee in 
the two trusts where the power was 
given. However, under the Banking Laws 
a foreign trust company cannot serve 
unless it is appointed as nominatee in the 
instrument or by a Court or Register of 
Wills. Hence the appointment of the New 
York trust company was void. The best 
interests of these trusts require that 
they be administered as a unit and the 
trustees, the trustee ad litem and the 
lower court are directed to agree on and 
appoint a corporate trustee in the Pitts- 
burgh area. 


Powers — Limitations — Option in 
Child to Purchase Estate Property 
Exercisable Even Though in Behalf 
of Stranger 


Florida—District Court of Appeal, 2nd District 


Bradley Development Corp. v. First National 
Bank, 121 So. 2d 670. 


Testatrix provided in her will that 
certain property could be sold, but the 
personal representative was “requested” 
to give to testatrix’s children a first re- 
fusal to purchase at the fair market 
value. The administrator, c.t.a., entered 
into a contract for sale of the property, 
subject to the testamentary contingency. 
Notice was duly given to the children 
and one elected to exercise her right to 
buy at a price equal to the contract 
price. The prospective purchaser under 
the contingent contract contended that 
the child was acting for a_ stranger, 
which was contrary to the intention of 
the testatrix and should not be held to 
avoid the purchase contract. 


HELD: As the preferential privilege 
was personally exercised by the one on 
whom it was conferred, it is immaterial 
if that person is acting for a third party. 
The language of the will was clear and 





unambiguous and no restriction on the 
right given to the children could be in. 
ferred by the court. 


REVOCATION — Language Satisfied 
Statutory Requirement to Make 
Trust Irrevocable — Lawyer-Trus. 
tee Could Represent Cofiduciary 


Texas—Court of Civil Appeals 
McCauley v. Simmer, 336 S.W. 2d 872. 


A trust indenture stated that “. .. the 
grantor does hereby irrevocably sell, as. 
sign, grant, convey, transfer, and set 
over to the Trustees .. .,” going on to 
authorize the trustees “. . . to deal as 
such with any firm or corporation in 
which they or any beneficiary may be in- 
terested as a principal, and such firm 
or corporation shall be entitled to re. 
tain any profits made on any such trans- 
action.” 

One of the trustees was a _ lawyer 
whose firm also represented the cor- 
porate trustee. The trust was attacked 
on the grounds that it was revocable 
since not expressly irrevocable, and that 
it was against public policy for the law- 
yer-trustee to represent the trust. The 
trial court rejected both contentions. 

HELD: Affirmed. Although the only 
reference to irrevocability was in the 
granting clause of the trust, use of the 
word “irrevocably” satisfies the require- 
ment of the Texas Trust Act that a trust 
must be made expressly irrevocable in 
order not to be revocable. The position 
of the lawyer as trustee and as a mem- 
ber of the firm representing the cor- 
porate trustee does not, as a matter of 
law, create such a conflict of interests 
as to be against public policy. Likewise, 
in the absence of facts showing that the 
powers granted to the trustees have been 
used to the detriment of the trust, the 
provision permitting the trustees to deal 
with business entities in which they or 
any beneficiary are interested as princi- 
ples is not void as against public policy. 


SPENDTHRIFT TRUSTS — Subsequent 
Statute Permitting Partial Assign- 
ment of Income Held Valid 


Delaware—Court of Chancery, New Castle Co. 
Wilmington Trust Co. v. Carpenter, 163 A. 2d 
578. 

The defendant, in 1941, created an ir- 
revocable inter vivos trust naming plain- 
tiff as trustee, The trust, which provided 
that all income should be paid to settlor’s 
son during his lifetime, included a spend- 
thrift provision. (Such provisions are 
authorized by 12 Del. C. § 3536 (a) en- 
acted in 1933.) In 1959 the Delaware 
legislature added a provision (b) that an 
income benéficiary of a spendthrift trust 
might gratuitously assign up to 50% 
of his interest to a charitable donee. 

Subsequent to the 1959 enactment, set- 
tlor’s son served upon trustee a written 
assignment of 10% of his life interest 
to a charitable donee which thereupon 
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notified trustee of its acceptance of the 
gift. As settlor was president of the 
charitable donee, he notified the trustee 
that the acceptance by him in that 
capacity was not to be construed as his 
consent to the assignment as settlor, and 
that he only desired that the trust be ad- 
ministered as required by law. 

The trustee, conceding that the 1959 
statute was effective as to any spend- 
thrift trust created subsequent to its en- 
actment, doubted that it could be applied 
retroactively. In seeking instructions, the 
trustee questioned the constitutionality 
of the enactment, contending that the as- 
signment made in reliance thereon would 
impair the trust contract and also, in 
effect, take property without due process 
of law. 

HELD: The assignment was valid. The 
amendment did not impair nor permit 
the impairment of the trustee’s obliga- 
tion under its contract with settlor, nor 
was settlor or the trustee deprived of 
any right in the trust property by rea- 
son of the assignment. 


TAXATION — Estate & Inheritance — 
Effect of Widow’s Waiver and Mari- 
tal Deduction 


Maine—Supreme Judicial Court 


Old Colony Trust Co. v. McGowan, 163 Atl. 2d 
538. 


The widow waived the will herein and 
elected to take her statutory share. The 
will provided for payment of debts, one 
specific legacy of $10,000, and the crea- 
tion of two trusts. Also, there were in- 
surance policies, some payable to named 
beneficiaries and some to the estate, and 
building and loan shares passing outside 
the estate. The Maine law applicable 
where the widow waives the will (R. S. 
1954, Chap. 170, Sec. 14) provides that 
an estate first be charged with the pay- 
ment of debts, funeral charges, and 
charges of settlement, and then one- 
third of the residue shall be distributed 
to the widow as if in intestacy. The ex- 
ecutor brought this proceeding for con- 
struction. 

HELD: (1) The widow’s statutory 
share takes precedence over, and is to 
be computed without regard to, any 
specific legacy under the will. Certain 
insurance proceeds and building and loan 
share proceeds which pass by statute 
outside the will are not a part of the 
estate and are not to be considered when 
computing the statutory share due the 
widow. 

(2) The executor was to compute the 
widow’s share without deduction for 
Maine inheritance taxes which are not 
taxes against the whole estate but are 
Succession taxes to be paid by the re- 
cipient. The widow’s share once com- 
puted is then to be depleted by the in- 
heritance tax. 

(3) Since the Maine statutes subordi- 
nate the widow’s fractional share of the 
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estate to “charges of settlement,” federal 
estate taxes are to be deducted from the 
residuary estate prior to computation of 
the widow’s share. The widow in Maine 
takes a share of the residue available 
for distribution as in cases of intestacy, 
and there can be no residue available 
for distribution until after federal estate 
taxes have been deducted. The statutory 
phrase “charges of settlement” includes 
federal estate taxes (citing Campbell v. 
Lloyd, 162 Ohio St. 203, 122 N.E. 2d 
695 (1954)). 

(4) The marital deduction provided 
for by Sec. 2056(a) of the Internal Rev- 
enue Code is not an exemption personal 
to the widow, but a deduction for the 
whole estate reducing the overall tax 
burden, not that of the widow alone. 
Maine has no apportionment statute to 
fix the burden of federal estate taxes, 
and there is no “compelling equity in the 
widow arising from the marital deduc- 
tion” as would lead to a different con- 
struction of the Code. Such a question is 
one of public policy for the legislature 
to decide. Therefore the widow is not 
exonerated, but must bear her share of 
federal estate taxes. 

(5) Although Maine does not recog- 
nize equitable exoneration for the widow, 
it does recognize equitable contribution 
under the doctrine of Bragdon v. Worth- 
ley, 155 Me. 284, 153 A 2d 627 (1959). 
The recipients of non-testamentary items 
such as building and loan shares passing 
outside the will must bear a proportion- 
ate part of federal estate taxes. 

(6) The testator’s words, though in- 
ept, that one of two testamentary trusts 
should bear “estate taxes (but not feder- 
al taxes)’’ and the other trust should be 
“reduced by federal taxes,” were to be 
construed as meaning that the first trust 
was to bear “state” taxes (although 
Maine has an inheritance tax rather than 
an estate tax) and that the second trust 
was to bear federal taxes. The widow 
waiving the will was not to benefit from 
either tax provision. 

(7) The testator in providing for the 
relative size of the two trusts intended 
them to be substantially equal and the 
widow’s election to take her statutory 
share would not be allowed to deplete 
one trust to the detriment of the other. 
Therefore, the testamentary basis for 
division of the two trusts, “total estate 
after payment of all bills, expenses of 
administration, and estate taxes .. .” 
meant “total residuary estate,” thereby 
allowing the widow’s share to be de- 
ducted prior to any computation of the 
two trusts. 

(8) A remainder interest in one of 
the trusts would not be accelerated where 
it was clear that the testator provided 
for other income beneficiaries as well 
as the widow. The trust was allowed to 
continue, its terms limited to the life of 
the widow, in order to carry out the in- 
tent of the testator. 


TERMINATION — Trust Not Termi- 
nated by Distribution of All Assets 
Where Existence was Required for 
Distribution of Companion Trust 


Delaware—Court of Chancery, New Castle Co. 
Delaware Trust Co. v. Davis, 163 A. 2d 588. 


Settlor’s trust instrument provided 
for two irrevocable trusts, one for his 
daughter and one for his son. Both were 
spendthrift trusts. It was provided that 
if the daughter should predecease the 
son the corpus of her trust should be 
transferred to the son’s trust. During 
the daughter’s lifetime the son obtained 
a ruling of the court that the trustees 
could pay the corpus of his trust to him 
outright, and the trustees did so. Upon 
the death of the daughter (the son sur- 
viving) the trustees sought instructions 
as to the proper distribution of the re- 
mainder of the daughter’s trust, it being 
suggested that by reason of the earlier 
order the son’s trust no longer existed. 


HELD: The discretionary payment of 
all of the assets of the son’s trust to 
the son upon authority of a court order 
did not terminate the trust. Having a 
purpose to serve notwithstanding the 
draining off of its original assets, the 
trust was technically in existence at the 
time of the daughter’s death and was 
available to serve as a conduit for the 
distribution of the assets of the daugh- 
ter’s trust. 
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WILLs — Construction — Bequest of 
“Cash” does not Include E Bonds 


Arkansas—Supreme Court 
McCulloch v. McCulloch, 337 S.W. 2d 870. 


This litigation arose over the owner- 
ship of U. S. Series E Bonds. Some 
of the beneficiaries under a will claimed 
they were entitled to the bonds under a 
provision that they were to receive the 
“personal property.” Others contended 
they were to get the bonds under a pro- 
vision that they were to receive the 
“cash.” The lower court held the bonds 
were cash. 


HELD: Reversed. Where a will be- 
queathes personal property to one party 
and “cash” to another beneficiary, Series 
E Bonds are not “cash” but personal 
property. 
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AMENDED BY THE ACTS OF MARCH 
3, 1933, JULY 2, 1946 AND JUNE 11, 
1960 (74 STAT. 208) SHOWING THE 
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TATES published monthly at New York, 
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1. The names and addresses of the 
publisher, editor, managing editor, and 
business managers are: 

Publisher, Christian C. Luhnow, Gor- 
donsville, Virginia. Editor, Christian C. 
Luhnow, Gordonsville, Virginia. Manag- 
ing editor, P. Philip ‘Lacovara, 50 East 
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